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Editor's Notes
The archway leading to the lake from 
the Student Union at Iowa State Un­
iversity carries the inscription: “We 
come to college not alone to prepare to 
make a living but to learn to live a life.” 
It commemorates the thought of the late 
M. J. Riggs, an alumnus of the class of 
’83 — clearly a more contemplative era.
Many find his philosophy out of tune 
with our times. “Please show your 
students,” says a friend with a plump ac­
counting practice, “a ledger — one with 
post binding or a card deck. You have 
no idea how many of our new staffers 
know theory, some computer applica­
tion, and not much else.”
So proceeds the classic and mutually 
disserving difference of thought 
between the theoretician and the prac­
titioner, the generalist and the specialist. 
Its ambivalence obstructs the flowering 
of accounting education.
Education, not to be misread as train­
ing, was once the near-exclusive 
province of the privileged class whose 
progeny, so the catechism went, were 
better endowed with mental ability and 
thus better candidates for the bur­
nishings of college. Conventional 
wisdom of the times overlooked the fact 
that privilege, which is traditionally 
money, had come into great families as 
much by larceny as by luminous men­
talities. It also transposed the 
cause/effect relationship between 
education and privilege and assumed 
that the former would inevitably 
produce the latter.
Even a new democracy in America 
had to concede the economic un­
likelihood of college for the children of 
Conestoga wagon caravans and western 
cow-towns. Talent did occasionally 
erupt from unlikely sources, as it always 
will, but for the rank and file of 
American youth higher education was 
not easily available until the distaste for 
armed services draft during World War 
II made the GI bill of rights politically 
expedient. After the victory celebrations 
thousands of soldiers became scholars, 
at least for a while.
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They exploded the myth of the in­
tellectual superiority of the privileged 
class and demonstrated a random dis­
tribution of ability throughout the land. 
But the economy slowed now and then 
in its postwar boom while college enroll­
ment swelled and college graduates 
proliferated, and another myth soon 
lost credence. The college degree, as it 
turned out, was not a passport to 
economic affluence, or even to a job as 
last June’s graduates know all too well.
Why has the promise of universal 
education been so evanescent?
Perhaps it was not the promise that 
was vaporous, but the definition of 
benefit in the minds of employers, and 
of the students who surged onto the 
campus after WWII and Korea and 
Vietnam. Education is not synonymous 
with job training although it may well 
incorporate training within its larger 
boundaries. Or it may not. Education is 
the exposure of a receptive mind to an 
array of the world’s accumulated 
knowledge so that the student, eventual­
ly, sees the present not as an isolated 
moment but as part of a chain coiling in 
a field of boundless interacting time and 
space. With luck, creative thought 
sometimes follows, and even wisdom. 
Education in the old aristocratic sense 
can open many vistas including the 
humanities, science and the arts — and 
the concept of business accounting. It 
cannot guarantee an instant balance for 
the fledgling accountant’s first fifty trial 
listings of ledger accounts. It is the 
classic difference between the general 
and the specific.
Disaffection with the university is not 
limited to students. Employers see many 
of the graduates who preceded the 
current class as so many dreamy-eyed 
theorists, out of touch with deadlines 
and practicalities. Skill training seems 
more to the point for many fields and 
the new word, paraprofessional, can 
have a golden connotation.
Most employers do, however, have an 
understandable preference for 
graduates with a well rounded 
background of classwork and campus 
activity, plus adequate concentration in 
a chosen field. If four years is not 
enough time then more years and in­
ternship must be added, as the field of 
medicine requires and as accounting 
hopes for in schools of accountancy. 
A graduate emerges with the 
characteristic profile of an educated 
person, and one who will continue an 
educational program throughout life. 
Those preliminaries will dovetail neatly 
with any field that can contain initiative 
and originality — those hallmarks of a 
true professional. Law and medicine, 
and to a lesser degree, teaching, allow 
the individual some freedom of activity 
without regimentation into the format 
of a monolithic business structure. The 
Big-Eight of law, or medicine, do not ex­
ist although both professions have a few 
lesser factories of endeavor. 
Accounting, to the contrary, is practiced 
within competitive restraints whose 
regimentation is anathema to those 
gifted students chosen for entry-level 
staffing. Rapid personnel turnover in 
Big-Eight firms testifies to the costly 
mis-matching.
Is training, then, rather than a well 
rounded education better adapted to an 
accounting career?
Probably not. For all the immediate 
usefulness, a Bob Cratchit mold or even 
the paraprofessional would seem a long- 
run disadvantage for any profession so 
roundly criticized for lack of 
progressiveness.
Such points of pride as we have in our 
profession, and there are many, are at­
tributable to our articulate leaders who 
were educated rather than merely train­
ed. Accounting literature often glints 
with brilliant insights such as those of 
Leonard Spacek; contemporary com­
mentators like Herbert Miller, 
Marshall Armstrong, Donald Kirk and 
Robert Sterling (a partial and imperfect 
listing) display accounting as set within 
a social-political-economic scenario, 
and evolving along a long path of 
business history. They analyze around 
the edges of a problem and search for 
regroupings and fresh approaches that 
will be both rational and fair to all con­
cerned, rather than resigning themselves 
to a clerk’s report of the obstacles. In 






In discussing accounting education 
back in 1785 Thomas Dillworth was 
moved to write:
I think it will very evidently appear to 
any considerate Person that all this 
(i.e., the study of accounting) can’t be 
done in six weeks, much less in 
twenty-four hours. Such hasty 
Performances in Bookkeeping or in 
any other Branch of Literature being 
more likely to produce a crazy and 
tottering Building, subject to fall at 
every Blast, if not wholly undermine 
it, rather than make it firm and 
lasting.1
Today everyone acknowledges that 
the rapidly expanding field of 
accounting cannot be taught in 
anything like six weeks. Many would 
also conclude that even though four or 
five years is taken to educate the 
accountant, what is produced is indeed 
a “crazy and tottering Building” rather 
than something “firm and lasting.”
The purpose of this article is to 
discuss the current criticism of 
accounting education and to examine 
some of the proposed solutions to the 
problem.
What’s Wrong with 
Accounting Education
The problems of accounting 
education seem to be apparent to 
everyone in the accounting profession. 
C.W. Bastable, in an article entitled 
“Why Can’t Johnny Account?”, stated:
As time passes, I become increasingly 
concerned about the widening schism 
between accounting professors and 
accounting practitioners, especially 
because some of the reasons for it 
appear to affect the character of 
professional education for 
accountancy. It is paradoxical that 
academia itself may generate 
circumstances and conditions that 
may not be conducive to optimal 
professional education.2
In an article with an almost identical 
title, “Why Johnnie (Jane) Can’t 
Account,” the authors lamented:
When the typical accounting graduate 
steps into his (sic) first public 
accounting job, he (sic) discovers that, 
notwithstanding his (sic) four or five 
years of college accounting studies, he 
(sic) is ill-prepared to function 
effectively on the job.3
(At least Jane got recognized in the title.)
Although there seems to be general 
agreement that accounting students are 
not prepared to enter the profession, 
there is little agreement on what an 
accountant should know in order to be 
prepared. There is little agreement as to 
the common body of knowledge a 
graduate should have when he or she 
launches on his or her career. Dr. 
Bastable feels that, although a 
profession should have a specialized 
store of knowledge, it would be unlikely 
that professors or even practitioners 
would agree on a topical listing or on 
the limits.4 In an article entitled, “What 
Should the Management Accountant 
Know?”, Homer R. Figler lists thirteen 
topics in which the management 
accountant should be proficient 
including leadership and motivation, 
communication, counseling, secretary 
and dictating equipment, and personal 
life planning. Figler does concede, 
however, that education is a life-long 
process and does not require that the 
newly-graduated accountant be 
familiar with all thirteen of his topics.5
Some writers seem to feel that the 
CPA examination is part of the 
problem. The “Why Johnnie (Jane) 
Can’t Account” authors said:
The AICPA has not done enough to 
close the education gap. In fact, it may 
have helped to broaden it by means of 
the CPA examination. As we all 
know, the CPA examination often 
deals with the theoretical and covers 
subjects that are seldom encountered 
in practice.6
On the other hand, the members of the 
Commission on Auditors’ Responsibil­
ities (Cohen Commission) seemed to 
feel the CPA examination covered the 
correct subject matter and was a 
“reasonable measure of the 
qualifications for initial admission to 
practice.”7
Besides lack of agreement as to 
subject matter, there also seems to be 
basic disagreement concerning the 
objectives of accounting education. 
Some individuals feel that an 
accounting education should prepare 
an accountant to enter public 
accounting. Others feel that such an 
approach neglects the needs of those 
whose occupational goals are to work in 
industry, nonprofit enterprises, or 
education. Others point out that 
accounting education also has 
obligations to those outside accounting 
who need some accounting knowledge 
but who do not intend to be 
accountants.
There is also lack of agreement as to a 
basic philosophy of education. Some 
feel that accounting education should 
stress attitudinal training such as 
attitudes of responsibility and 
independence. At the other end of the 
spectrum there are those who think 
accounting education should stress 
practical training and procedures.
How Do You Educate 
An Accountant?
With the lack of agreement as to a 
common body of knowledge, objectives 
or philosophy, it is not surprising that 
there is also lack of agreement as to 
methods of correcting the problems of 
accounting education. The difficulties 
are somewhat reminiscent of the 
problems of trying to implement 
accounting techniques without a 
cohesive accounting theory structure. 
Nevertheless, several remedies have 
been suggested for the accounting 
education dilemma, and these need to 
be examined. Some of the methods that 
have been proposed include teaching 
students to be generalists rather than 
specialists, extending the period of 
education, training paraprofessionals 
as well as professionals, providing 
educators with more practical 
experience, providing students with
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The variety of proposed 
remedies for accounting 
education reflects the 
profession’s lack of a 
common body of know­
ledge, objectives or 
philosophy.
more practical experience, and 
establishing professional schools of 
accountancy.
Generalists vs. Specialists
The idea of creating generalists rather 
than specialists has been around a long 
time. However, with the rate of growth 
in accounting knowledge today, the 
idea takes on special appeal. The 
Financial Accounting Standards Board 
and accounting regulatory groups issue 
pronouncements at an alarming rate. 
No longer can an accountant be 
conversant with Bulletin 43 and feel that 
he or she has most of the answers. 
Major tax revisions take place with 
great frequency. Intermediate 
accounting textbooks run over 1,000 
pages in length. With all this specialized 
knowledge, teaching generalists 
certainly sounds like an easier task than 
teaching the specifics.
John Stuart Mill made the 
observation that:
What professional men should carry 
away from the university is not a 
professional knowledge but that 
which should direct the use of their 
professional knowledge and bring the 
light of general culture to illuminate 
the technicalities of a special pursuit 
— education makes a man a more 
intelligent shoemaker, if that be his 
occupation, not by teaching him how 
to make shoes but it does it by the 
mental exercise it gives and the habits 
it impresses.8
Although Mill made the above 
statement in 1867, it summarizes fairly 
well the generalist argument. Most of 
the arguments proposed by practicing 
accountants, however, seem to run 
counter to Mill’s thinking, perhaps 
because it costs more to give an 
accountant on-the-job training than a 
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shoemaker.
Lack of training in procedures is a 
sore spot with most practitioners. In a 
survey conducted by Chazen, Solomon 
and Stein, it was found that 
“approximately two-thirds of the 
respondents reported that they had 
received no preparation for performing 
tests of transactions, probably the most 
often assigned procedure to a staff 
accountant.”9
Bastable makes the comment that, 
“there are places where a student can 
graduate as an accounting major and 
yet never have had exposure to such 
things as special journals and/or bank 
reconciliations.”10
Although generalists appear to be in 
the minority, John Burton seems to take 
a rather broad approach, stressing 
attitude training. In a symposium on 
schools of accountancy at the 
University of Texas, Burton said, 
“Finally, one important aspect that is 
needed is what I call attitude 
training...the fundamental objective of 
the public accountant is one of 
independence. This approach needs to 
be instilled at an early stage.”11
Later in response to a question, 
Burton said:
It seems to me that professional 
schools of accounting should have 
broad educational objectives which 
go beyond the teaching of highly 
specific procedures. There are 
probably more efficient ways of 
providing procedural training than 
through the extensive use of expensive 
faculty resources.”12
The counter argument by 
practitioners, of course, would be that it 
is better to use the expensive resources 
of the university than the expensive 
resources of their firm.
Extend the Program
Because some feel there is need for 
more general education and some feel 
there is need for more specialized 
education, students tend to receive 
more of both types of training. 
Therefore, the argument for extending 
the student’s program to a period longer 
than four years is somewhat related to 
the above discussion on generalists vs. 
specialists. Generally speaking, the 
recommendation has been to extend the 
period of education to five years. 
However, the Commission on Auditors’ 
Responsibilities found that for auditors 
a seven-year program may be 
necessary.13
Not all would agree with the 
recommendation to extend the 
program. A typical comment is, “More 
education is not necessarily better 
education, and until the problems of 
faculty, texts, and curriculum have been 
resolved, the five-year program should 
not be pursued.”14
From a practical standpoint, one 
question is whether students will remain 
in school for a five year period. Most are 
anxious to be out of the academic 
environment even before their four 
years are completed. Probably more 
crucial is whether recruiters will attempt 
to hire promising students before they 
complete a five-year program. Unless 
recruiters ignore this temptation, the 
only students who will complete a five- 
year program will be those who are not 
hired at the end of four years.
Train Paraprofessionals
The debate over the desirability of 
hiring paraprofessionals in accounting 
raged on through several issues of The 
Journal of Accountancy last year. 
Apparently there is some question as to 
who is a paraprofessional. Roland 
Jacobs defined a paraprofessional as “a 
person who has received training to 
enable him to assist a qualified CPA 
during an audit engagement,”15 while 
James W. Pofahl said “every person on 
a professional staff who has either not 
passed the CPA exam, or who has 
passed it but not met the experience 
requirements” is a paraprofessional.11
Regardless of definition, the appeal 
of paraprofessionals is that their use 
cuts down on the cost of an audit which 
should cut the cost to the client. In 
addition they can be utilized for the 
more monotonous tasks, thus freeing 
the accountants, for the less routine 
tasks which require judgment and 
decision-making skills. Arguments 
against the use of paraprofessionals run 
along the lines that almost all 
accounting and audit work requires a 
degree of judgment, and paraprofes­
sionals are inadequately trained to 
make these judgments.
This latter point brings accounting 
education into the debate. If a 
professional needs five to seven years of 
training, then should there be some 
lesser degree of training that would still 
give the individual some sort of 
recognition? In other words, should 
there be some some of intermediate 
degree that could represent either a 
terminal degree or a level of 
achievement from which the student 
will go on to further education? Some 
have suggested accounting needs a 
program similar to those for paralegal 
or paramedical aides. Others have
suggested a two-year program similar to 
that offered by many junior colleges. 
The desirability of instituting such 
programs depends on the acceptance of 
such paraprofessionals into accounting 
firms. Obviously, if paraprofessionals 
are not going to be accepted, there is no 
point in designing educational 
programs for them.
When one discusses two-tiered 
education, one cannot help but wonder 
if the ultimate effect of the American 
Institute’s decision to create an SEC 
practice section and a private 
companies practice section will be to 
lead to a two level system of education 
or at least to different track educational 
programs. As Clara Lelievre pointed 
out in April in The Woman CPA, “the 
profession is in substance two 
professions, one serving publicly listed 
companies and the other serving private 
or closely held companies...The 
acceptance of this duality may lead to 
different educational and ethical 
standards.”17
Educate the Educators
Some critics of accounting education 
feel that the problems do not originate 
with the programs or curriculum but 
rather with the professors. Many feel 
that professors should have more 
contact with the “real world.”
One method of increasing this 
contact is to require that professors 
have some practical experience 
sandwiched somewhere in the 
educational process. The economics of 
the situation are such that accounting 
professors are not really motivated to 
take an extra year or two to prepare 
themselves for their profession. A 1978 
accounting graduate who receives a 
bachelor’s degree can go to work for an 
accounting firm for $15,000. If the 
graduate takes four years to complete a 
doctorate, he or she can start to work as 
an accounting professor for $20,000. 
Six years after starting work the 
bachelor’s degree recipient will be 
earning $28,000 while the doctorate 
recipient will be earning $23,000.18 
These figures suggest that it is unlikely 
that a rational individual will take two 
more years to gain practical experience 
to prepare for his or her teaching career.
The argument can be made that the 
doctorate is not really necessary for an 
accounting educator, that practical 
experience would be better and the 
professor would still be prepared to 
start his or her career in three or four 
years after receiving a bachelor’s degree. 
Given the current accreditation 
requirements of the American 
Assembly of Collegiate Schools of 
Business this scarcely seems practical. 
However, if MBA-CPA were again 
considered terminal, the economics of 
the situation still weigh against the 
educator who wants to obtain practical 
experience. While he or she could go 
to work for an accounting firm with a 
bachelor’s degree for $15,000, a faculty 
position in accounting for a person with 
a master’s degree pays an average of 
only $14,000.19 It seems unlikely any 
individual would get practical 
experience with a CPA firm and then 
take a cut in pay to start teaching. 
Unless supplements to teaching salaries 
are made available from outside 
sources, it seems improbable that 
educators will find it worthwhile to 
prolong their career preparation.
Perhaps a more practical approach is 
to involve professors in more 
professional organizations in order to 
increase their contact with practicing 
members of the profession. The Cohen 
Commission suggests an associate 
membership in the AICPA and state 
societies for accounting educators who 
do not have a certificate.20 It is difficult 
to determine the effect of such a 
recommendation. Sixty percent of 
accounting educators are CPAs.21 
Presumably many others who are not 
CPAs are active in the National 
Association of Accountants, American 
Society of Women Accountants, and 
other organizations which do not 
require the CPA certificate. However, 
the increased involvement of this non­
CPA group could only be beneficial.
Provide Experience for Students
If professors are unwilling or unable 
to gain “real life” experience, perhaps 
students should be encouraged to gain 
experience sometime during their 
education. In times past many students 
did indeed gain experience along with 
their education for the very practical 
reason that they were supporting 
themselves as they went to school. In 
these more affluent times and with more 
loan programs available, this is no 
longer necessary in many cases. It is 
interesting to note that students who do 
still work along with going to school are 
frequently the ones who do not receive 
the more attractive offers from firms. 
Whether it is because many of these 
working students are slightly older than 
the average college age or they have not 
had as much time to participate in 
extracurricular activities or whatever, 
these students do not seem to have the
The accounting educa­
tor with practical experi­
ence and the student with 
an internship program are 
economically disadvan­
taged in the market.
“image” that recruiters are seeking.
Students who do not have to work 
from economic necessity are being 
encouraged to participate in internships 
with accounting firms. A rather small 
percentage of students actually avail 
themselves of the opportunities 
presented. It is undetermined whether 
this is because they are unaware of the 
opportunities or because they are 
unwilling to interrupt their education. 
No doubt some students feel like the 
individual that remarked, “If a student 
takes a year off from studying for an 
internship, you have an experienced 
graduate in five years; if a student 
graduates and works a year, you have 
an experienced graduate in five years.” 
If students are not using the internship 
programs available simply because they 
are not aware of them, then professors 
and recruiters need to be more 
conscientious in promoting and 
encouraging students to participate.
Schools of Accountancy
The latest answer to the problems of 
accounting education is the 
establishment of schools of 
accountancy. There has been a wealth 
of material written on this topic; almost 
every issue of every journal contains at 
least one article on the subject. There is 
no intent here to write exhaustively on 
schools of accountancy. Actually, many 
of the proposals to improve accounting 
education which were presented above 
are a part of the overall plan for most 
schools of accountancy.
Some of the most frequently voiced 
advantages for schools of accountancy 
are control of faculty hiring, promotion 
and tenure; control over curriculum; 
prestige; and the possibility of greater 
financial support. The American
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Assembly of Collegiate Schools of 
Business has agreed to accredit 
accounting programs (not necessarily 
schools of accountancy), and a planning 
committee composed of members of the 
profession will work with the 
accrediting association to set up 
standards and the machinery for 
implementation. The planning 
committee will consist of two 
representatives each from the AICPA 
and the American Accounting 
Association, one representative each 
from the National Association of 
Accountants and the Financial 
Executives Institute and two or three 
business school deans.
Although the advantages of schools 
of accountancy are numerous, one can 
also list disadvantages — or what might 
be better termed “misgivings” about 
such schools. In the first place, some 
schools may make changes that are 
largely cosmetic just to gain the prestige 
of calling themselves a school of 
accountancy. Such a change could 
mean little more than changing the title 
from department to school. This may be 
particularly true in colleges in which the 
dean is basically opposed to a school of 
accountancy and does not wish to 
forfeit any control over the accounting 
program.
Secondly, there may be some loss of 
independence in the sense that large 
contributors may dictate curriculum 
and other policies. It seems unlikely a 
supporter would actually demand 
curriculum or other changes, but rather 
that the faculty would be tempted to 
make changes to please a contributor or 
to attract a certain supporter.
In a recent CPA Journal article, A. 
Tom Nelson recommends that, “CPAs 
should confine their support to 
professional programs (schools) that 
believe the ‘CPA’ is the sole designation 
by which a professional accountant can 
be identified.”22 Nelson goes on to 
propose a broadened scope for the 
CPA. Nevertheless, the idea is there that 
support should be for only those 
schools that espouse a certain 
philosophy. If firms distribute their 
support on this basis, it could mean a 
significant loss of independence for 
recipients.
Thirdly, as the school of accountancy 
idea catches on, schools may become so 
numerous that the designation will be 
without true meaning, particularly if 
many of the changes are basically 
superficial anyway. The Master of 
Business Administration degree was a 
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very prestigious degree until virtually 
every small school in the country 
instituted an MBA program. Now the 
degree carries far less distinction, and 
MBA degree holders have far less 
advantage in the job market than they 
once did. The fate of holders of degrees 
from professional schools of 
accountancy could be similar if 
restrictions are not made.
In spite of misgivings about schools 
of accountancy, these dangers can be 
overcome by careful planning, and it 
will be the function of the planning 
committee of the American Assembly 
of Collegiate Schools of Business to 
institute procedures that will mitigate 
such adverse contingencies.
Conclusions
Although educators and practi­
tioners agree that accounting education 
has problems, there is little agreement 
concerning subject matter, objectives or 
even a basic philosophy of accounting 
education. Within their respective 
professions, educators disagree with 
other educators, and practitioners 
disagree with other practitioners. This 
disagreement presents a basic dilemma 
in seeking a solution to the problem. 
How shall accounting education be 
improved when there is little agreement
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on its goals?
In spite of this dilemma, various 
methods for improvement have been 
recommended. The latest and seemingly 
most popular method is the school of 
professional accountancy. The school 
of accountancy actually encompasses 
many of the other ideas suggested for 
improvement of accounting programs. 
In spite of misgivings concerning 
superficial changes, loss of 
independence and loss of prestige due to 
schools becoming too numerous, the 
school of accountancy idea appears to 
have potential for assisting in the 
solution of the problems of accounting 
education. ■
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A Survey of Public Accountants on 
the Present and Future Importance 
of Curriculum Areas
by The Wichita State University Accounting 
Research Group*
In its exposure draft the AICPA’s 
Board on Standards for Programs and 
Schools of Professional Accounting 
concludes:
The preprofessional program should 
provide for a broad general education 
including an understanding and 
knowledge of topics relevant to ac­
counting such as economics, the 
behavioral sciences, logic, ethics, 
mathematics, statistics and probabili­
ty theory, and both written and oral 
communications.1
This conclusion highlights several 
questions with which accounting 
educators must constantly wrestle. How 
much economics, statistics, etc. should 
the program contain? Which topics 
within these broad areas are most rele­
vant — dozens of possible candidates 
exist in economics, the behavioral 
sciences, mathematics, and statistics 
alone. Where tradeoffs and sacrifices 
are required, which areas are more ex­
pendable and which should be consid­
ered the most important?
There is probably no satisfactory way 
of arriving at optimal answers to these 
questions, but one approach is to survey 
practitioners to determine the present 
and expected future importance of 
various skill and knowledge areas. This 
article reports the results of such a sur­
vey, which we hope will provide useful 
and relevant evidence for these and 
related accounting curriculum 
questions. The present study is in some 
respects complementary with and an ex­
tension of Horizons for a Profession.2
A questionnaire was used which listed 
57 topics preceded by the following in­
structions:
Indicate the importance (as opposed 
to the time requirement) of the follow­
ing skill and knowledge areas to (1) 
you in your present position and (2) 
the person who will hold that same 
position in ten years. Your response 
should be without regard to the needs 
of accountants in other areas or per­
sonal preferences. Each item is to 
receive two responses. Rate each item 
numerically (1, 2, 3, 4, and 5) with 5 in­
dicating the highest degree of impor­
tance and 1 indicating no importance 
or a lack of familiarity.
The number of topics was a com­
promise between the desire for informa­
tion and the need to keep the question­
naire reasonably short to encourage 
response. Topics were first selected by 
reviewing curriculum and textbook con­
tents, with some attention to areas ex­
pected to be of special concern to 
educators in evaluating and planning 
accounting programs. We used “skill 
and knowledge areas” instead of course 
titles because we wanted to deal with 
some topics which constitute only a part 
of standard courses (process cost ac­
counting, for example). The preliminary 
list of topics was then reviewed with a 
number of practitioners and 
academicians, and revised on their 
recommendations.
Two schools of thought exist as to the 
primary purpose of accounting educa­
tion. One holds that the primary objec­
tive is to prepare the entry level accoun­
tant to perform his or her duties during 
the early years of a professional career, 
with qualities needed at the level of 
professional maturity to be obtained 
through experience and continuing 
professional education. The other 
school holds that the primary objective 
is to imbue the student with that 
knowledge and those qualities which 
will maximize the likelihood of success 
as a mature professional, with prepara­
tion for entry level work receiving less 
emphasis. Some educators try to ac­
complish both objectives, and some may 
strive for neither, but these two 
positions seem to cover adequately the 
views of most accounting educators.
To avoid favoring either position and 
to provide information useful to both 
schools, we sought the views of two 
groups of public accountants:
(1) mature or senior level public accoun­
tants — those with more than ten 
years of accounting experience (not 
to be confused with the rank of 
senior accountant often used in 
public accounting firms; the senior 
accountants in this study are 
primarily partners);
(2) entry level or junior public accoun­
tants, with less than five years of ac­
counting experience.
The reader should note that the results 
of this study pertain to these two groups 
only, and cannot be extrapolated to 
cover public accountants with five to ten 
years of experience.
To insure reasonably proportionate 
distribution between the two groups, 
questionnaires were distributed through 
accounting firm offices. These offices in­
cluded:
a. The New York office of a “Big 8” 
firm
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Present Importance of Skill and Knowledge Areas to Public Accountants
Table 1.
Ranking Mean Response
Seniors Juniors Skill or Knowledge Area Seniors Juniors
1 4 Written Communications 4.41 4.27
2 6 Oral Communications 4.24 4.25
3 7 Legal Responsibilities of the Acct. 3.96 4.09
4 8 Professional Ethics 3.94 4.09
5 1 Auditing Standards 3.93 4.42
6 2 Auditing Techniques 3.91 4.38
7 5 Authoritative Pronouncements on Acctg.
Principles (APB Opinions, FASB, etc.)
3.84 4.27
8 3 Internal Control 3.81 4.33
9 9 Corporate Tax Accounting 3.72 3.82
10 10 Human Relations 3.53 3.80
11 13 Inventory Control 3.47 3.42
12 15 Logic 3.46 3.28
13 14 Corporate Law 3.38 3.35
14 16 Acctg. for Business Combinations 3.32 3.28
15 11 Individual/Partnership Tax Acctg. 3.25 3.50
16 12 Statistical Sampling 3.22 3.45
17 22 Direct Costing 3.21 2.94
18 36 Personnel Administration 3.19 2.35
19 19 Contract Law 3.13 3.13
20 31 Systems Control and Design 3.06 2.70
21 17 Federal Agency Reports & Regulations 
(ICC, FTC, SEC, OSHA, EEOC, etc.)
3.04 3.16
22 29 Capital Budgeting 3.00 2.76
23 20 Standard Cost Accounting 2.97 3.08
24 21 Operational or Management Auditing 2.97 3.02
25 18 Agency and Partnership Law 2.96 3.14
26 27 Cost-Benefit Analysis 2.94 2.84
27 26 Psychology 2.93 2.85
28 39 Estate Planning 2.85 2.41
29 30 Investment Analysis 2.82 2.74
30 37 Operational Budgeting 2.81 2.47
31 32 Computer Operating Systems 2.79 2.66
32 28 Job Order Cost Accounting 2.79 2.91
33 24 Process Cost Accounting 2.79 2.91
34 25 Insurance 2.78 2.88
35  23 Fund Accounting 2.76 2.93
36 33 Investment Management 2.76 2.65
37 38 Marketing 2.53 2.41
38 42 Monetary Theory and Policy 2.49 1.90
40 35 Computer Programming 2.47 2.56
41 34 Current Value Accounting 2.43 2.59
42 55 International Economics 2.37 1.81
43 40 Statistical Probability Distributions 2.29 2.39
44 45 Research Methodology 2.26 2.25
45 41 Statistical Correlation Analysis 2.22 2.35
46 49 Simulation and/or Model Building 2.21 1.93
47 43 Microeconomics 2.18 2.25
48 46 Macroeconomics 2.15 2.17
49 53 History of Accounting 2.00 1.86
50 48 Time Series Analysis 1.96 1.95
51 56 Political Science 1.94 2.25
53 52 PERT 1.91 1.86
54 47 Social Accounting 1.90 1.97
55 50 Regression Analysis 1.84 1.92
56 57 Queuing Theory 1.64 1.70
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b. The Chicago office of another Big 8 
firm
c. The Dallas office of a third Big 8 firm 
d. The St. Louis and Wichita offices of
a national, non-Big 8 firm
e. The Wichita offices of two regional 
firms
f. The offices of four local firms, three 
in Wichita and one in Lexington, 
Kentucky
A batch of questionnaires was provid­
ed to an acquaintance in each office with 
instructions to deliver them roughly 
equally to partners and to new staff, 
striving also for reasonably propor­
tionate distribution among various 
specialities. Altogether 301 question­
naires were distributed. Usable 
responses were received from 68 
“seniors” and 88 “juniors”. The overall 
response rate of 52 percent is gratifying­
ly high considering the questionnaires 
were distributed during tax season and 
each questionnaire called for 119 
responses.
Whether a given response rate is ade­
quate depends on the accuracy desired 
and the variance among the responses. 
We estimated the maximum standard 
deviation from data obtained in a prior 
unpublished study, and then determined 
the sample size necessary to provide 95 
percent confidence that the mean 
response for each question would be 
within a range of plus or minus 0.50. 
Our sample plan was constructed to in­
sure a minimum response of this 
number. Since this is a conservative ap­
proach designed to insure a maximum 
specified confidence interval, our actual 
results are considerably better. The con­
fidence interval for each mean is a func­
tion of both the number of responses 
(the sample size) and the standard 
deviation. The maximum range for this 
study is plus or minus 0.36 (this is the 95 
percent confidence interval for the es­
timate by public seniors of the present 
importance of the topic of logic). All 
other confidence intervals are narrower, 
and most fall under plus or minus 0.30. 
Of course, the tests of significance 
reported later in this paper take sample 
size and standard deviation into 
account explicitly.
Present Importance of Skill and 
Knowledge Areas
Overall results reflecting the present 
importance of the areas are presented in 
Table 1, with the skill and knowledge 
areas listed in order of their ranking by 
the senior level public accountants. 
Mean responses were calculated by
Table 2.
Areas With Statistically Significant Differences 
in Ratings of Present Importance





Systems Control and Design .36
Operational Budgeting .34




Pronouncements on Accounting Principles .43
weighing each response by its scale 
value. For example, assume 88 
responses were distributed among the 




3 - 15 
4-26 
5 - 31
The mean response would be calculated 
as:
X =
(4x1) + (12x2) +(15 x3) + (26x4) + (31 x 
_______________ 5)_______________  
4+12+15 + 26+31
= 332 = 3.77
88
Although numerous differences in 
rankings can be observed, the seniors 
and juniors agree reasonably well 
overall; the correlation coefficient for 
the two sets of mean responses is .95. 
The average overall response is 2.85 for 
both seniors and juniors in assessing the 
present importance of the topics.
Differences in mean responses which 
are statistically significant, at the 5 per­
cent level, are shown in Table 2.
These differences appear to reflect the 
broader responsibilities of public ac­
counting partners, and the greater 
procedural orientation of younger staff.
Future Importance of Skill and 
Knowledge Areas
Each respondent was asked to project 
the importance of the 57 skill and 
knowledge areas in ten years. These 
results, again ordered according to the 
rankings by senior public accountants, 
are presented in Table 3.
Both groups tend to project greater 
absolute importance for the areas in the 
future. The average of 57 means for 
seniors is 3.19, compared to 2.85 for 
responses concerning present impor­
tance. The average of future mean 
responses by juniors is 3.34 versus 2.85 
for the present.
When responses for the present are 
compared to responses for the future, all 
areas receive significantly higher ratings 
(5 percent level of significance) except 
those shown in Table 4.3
While all other differences are 
statistically significant at the 5 percent 
level of significance, some topics 
produced exceptionally large 
differences. The areas with the greatest 
expected increases in importance, all 
with absolute increases of .50 or more, 
are listed in Table 5.
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Expected Future Importance of Skill and Knowledge Areas to Public AccountantsTable 3.
Ranking
Seniors Juniors Skill or Knowledge Area
Mean Response
Seniors Juniors
1 4 Written Communications 4.44 4.48
2 6 Oral Communications 4.40 4.47
3 1 Legal Responsibilities of the Acct. 4.29 4.55
4 8 Professional Ethics 4.10 4.30
5 3 Auditing Techniques 4.09 4.49
6 7 Internal Control 4.07 4.45
7 2 Auditing Standards 4.06 4.55
8 5 Authoritative Pronouncements on Acctg. 3.96 4.48
Principles (APB Opinions, FASB, etc.)
9 11 Human Relations 3.88 3.95
10 10 Corporate Tax Accounting 3.87 4.23
11 13 Current Value Accounting 3.85 3.90
12 20 Accounting for Business Combinations 3.75 3.64
13 12 Federal Agency Reports & Regulations 3.71 3.94
(ICC, FTC, SEC, OSHA, EEOC, etc.)
14 9 Statistical Sampling 3.69 4.26
15 22 Logic 3.69 3.55
16 19 Operational or Management Auditing 3.64 3.67
17 17 Systems Control and Design 3.63 3.73
18 15 Computer Operating Systems 3.60 3.76
19 18 Corporate Law 3.54 3.72
20 14 Inventory Control 3.53 3.77
21 40 Personnel Administration 3.47 2.93
22 35 Psychology 3.40 3.14
23 27 Cost-Benefit Analysis 3.34 3.41
24 38 Operational Budgeting 3.32 2.98
25 32 Direct Costing 3.29 3.23
26 16 Individual/Partnership Tax Acctg. 3.29 3.76
27 23 Contract Law 3.26 3.53
28 28 Capital Budgeting 3.24 3.35
29 48 International Accounting 3.22 2.64
30 29 Investment Analysis 3.16 3.33
31 42 Estate Planning 3.15 2.84
32 25 Standard Cost Accounting 3.13 3.48
33 26 Agency and Partnership Law 3.10 3.44
34 21 Computer Programming 3.10 3.63
35 51 International Economics 3.01 2.52
36 31 Investment Management 3.00 3.23
37 24 Fund Accounting 2.97 3.48
38 33 Job Order Cost Accounting 2.93 3.18
39 34 Insurance 2.93 3.17
40 30 Process Cost Accounting 2.91 3.25
41 39 Monetary Theory and Policy 2.88 2.95
42 46 Marketing 2.81 2.76
43 52 Simulation and/or Model Building 2.81 2.52
44 47 Social Accounting 2.79 2.68
45 36 Statistical Probability Distributions 2.76 3.07
46 43 Research Methodology 2.69 2.83
47 37 Statistical Correlation Analysis 2.66 3.06
48 44 Macroeconomics 2.60 2.81
49 45 Microeconomics 2.51 2.76
50 41 Statistical Hypothesis Testing 2.28 2.86
51 53 PERT 2.21 2.38
52 50 Time Series Analysis 2.10 2.56
53 49 Regression Analysis 2.09 2.59
54 57 Political Science 2.09 1.84
55 56 History of Accounting 1.98 1.93
56 54 Calculus 1.82 2.37
57 55 Queuing Theory 1.82 2.08
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Conclusion
This article presents the results of a 
questionnaire survey of senior level 
(more than ten years experience) and 
junior level (less than five years ex­
perience) public accountants, concer­
ning the present and expected future im­
portance of 57 skill and knowledge 
areas.
Generalization from these results to 
conclusions concerning educational 
programs in accounting is a matter best 
undertaken by the reader, since such 
generalizations will inevitably reflect to 
some degree personal experiences, 
perceptions, and biases. Nevertheless, 
several subjective implications seem to 
be apparent.
First communications, both written 
and oral, are of preeminent importance 
to public accountants. This suggests 
that any accounting graduate who is un­
skilled in communications has received 
an inadequate education. It also 
suggests that accounting educators are 
justified in insisting on adequate style 
and form in reports and examinations; 
technical content is not enough.4
Second, the growing number of law­
suits against accountants, and even 
prosecutions, have made public accoun­
tants highly sensitive to their legal 
responsibilities. The typical business 
law course or sequence does not deal 
with these responsibilities, while explicit 
attention given in the auditing course is 
often minimal. Some expansion of 
coverage of specific court cases, 
precedents, and statutes may be in 
order.
Third, the importance assigned to 
professional ethics by public accountants 
suggests that increased emphasis on this 
subject would be appropriate. In fact, 
senior level public accountants consider 
knowledge of both legal responsibilities 
and professional ethics to be more im­
portant in their work than knowledge of 
or skill in auditing standards and techni­
ques — but the latter two areas receive 
much more extensive treatment in the 
typical accounting curriculum.
Fourth, compared to the usual 
emphasis in present curricula, it appears 
that internal control, human relations, 
inventory control, logic, direct costing, 
systems control and design, and cost­
benefit analysis all deserve greater atten­
tion. Conversely, the relatively low im­
portance assigned to computer 
programming, topics in economics and 
statistics (except statistical sampling), 
and calculus may suggest some 
deemphasis of these areas.
Table 4. Areas With Nonsignificant Differences Between 














Table 5. Areas With Greatest Differences Between Ratings 
of Present and Future Importance
Seniors: Increase
Current Value Accounting 1.42
Social Accounting .89
Computer Operating Systems .81
International Accounting .73
Operational or Management Auditing .67
Federal Agency Reports and Regulations .67
International Economics .64
Computer Programming .63
Simulation and/or Model Building .60
Systems Control and Design .57
Operational Budgeting .51
Juniors:
Current Value Accounting 1.31
Computer Operating Systems 1.10
Computer Programming 1.07
Systems Control and Design 1.03
Statistical Sampling .81
Federal Agency Reports and Regulations .78
International Accounting .74
International Economics .71
Statistical Correlation Analysis .71
Social Accounting .71
Statistical Probability Distributions .68
Monetary Theory and Policy .67
Regression Analysis .67
Operational or Management Auditing .65
Macroeconomics .64
Time Series Analysis .61
Statistical Hypothesis Testing .61
Investment Analysis .59
Capital Budgeting .59
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for office workers and 
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Fifth, educators should give careful 
attention to adding or expanding 
coverage of the areas listed in Table 4 
which are expected to grow in impor­
tance over the next ten years. Some 
areas which are expected to grow con­
siderably in importance are considered 
briefly or not at all in many present 
programs. These include current value 
accounting, social accounting, inter­
national accounting and international 
economics, operational or management 
auditing, simulation and/or model 
building, research methodology, cost­
benefit analysis, fund accounting, and 
PERT.
While importance to practitioners is 
not the sole criterion for establishing 
course and topic requirements in 
educational programs, nevertheless 
these results should be useful to those 
concerned with:
(a) establishing requirements and ac­
creditation for schools of 
professional accountance;
(b) long-range planning for academic 
accounting programs;
(c) establishing accreditation standards 
for the AACSB;
(d)establishing and administering state 
requirements for continuing 
professional education;
(e) developing AICPA training 
programs;
(f) developing in-house training 
programs for accounting firms.
Careful integration of these con­
siderations of practical importance with 
general educational policy, along with 
appropriate attention to developing 
areas and techniques not yet adopted by 
practitioners, should enable the profes­
sion to achieve greater practical 
relevance in accounting education and 
professional development programs.
NOTES
1The Journal of Accountancy, June 1976, p. 90.
2Robert H. Roy and James H. MacNeill, 
Horizons for a Profession (New York: AICPA, 
Inc., 1967).
3Since an individual’s present and future ratings 
of an area are not independent, a paired difference 
test was used to test for significant differences 
between present and future ratings.
4Some accounting professors have discovered 
that it is not always necessary to refer students to 
additional or remedial communications courses; 
merely insisting on literate and grammatical 
reports and examination papers and grading ac­
cordingly, is sufficient to turn otherwise poor 
writers into adequate writers.
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clients.
And what better place to begin than with 
payroll?
Here McBee offers you no less than six stock 
plans, each available in Starter Kit. So it’s easy to 
 match a plan to a client’s needs—without the 
need of reverting to customizing.
 
Here’s the selection of plans:
• Payroll only—for basic needs.
• Combination Payroll/Disbursements with 
duplicate check option.
• Top-write combination Payroll/Disbursements for 
those who prefer typewritten checks.
• Combination Accounts Payable/Payroll.
• “Meals & Tips” plan for restaurant payroll needs.
• Basic payroll plan in wide bookkeeper to accom­
modate broader earnings and deductions.
 
You benefit when each and every one of your clients 
has the most efficient—and simplest—bookkeeping 
system sufficient for his business. Frequently, a one- 
write system completely fills the need. Each time it 
does, you’ll find the amount of detail work you’re 
presently doing can shrink noticeably, freeing your 
time for more valuable accounting functions.
And when is a better time to implement this approach 
than right now when you’re seeing so many of your 
clients?
Just what is a Starter Kit?
It’s sometimes difficult to change habits, even when 
the change offers obvious benefits. That’s why 
McBee offers Starter Kits. Each consists of an 
average 2-month supply of the necessary com­
ponents, whereby at minimal cost, any client can 
office-test a new bookkeeping system without risk or 
significant investment.
□ Let’s learn more about your Starter Kits on payroll applications. 
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The CPA Examination 
Grading Process
by Thomas S. Watson, Jr.
As long as one can remember there 
have been rumors among Certified 
Public Accountants and CPA can­
didates about the development of and 
grading of the CPA exam. As a member 
of the Ohio Accountancy Board, I 
quickly discovered that many of the 
rumors we believed about the Board’s 
involvement in the process were wrong. 
The following is an attempt to 
describe the examination process. It is 
hoped that it will be of some benefit to 
future CPA candidates.
Structure
The AICPA examination division is 
staffed by approximately sixteen full 
time professionals. Director Mitchell 
Rothkops brings in another 140 graders 
to serve for the two eight-week grading 
periods after each exam. In addition to 
these professionals and their related 
support staff, there are AICPA member 
volunteers that serve as the Board of Ex­
aminers and its subcommittees for ac­
counting practice, accounting theory, 
auditing, business law and grading. 
These volunteers are appointed annual­
ly by the Chairman of the Board of the 
AICPA.
The Board of Examiners and its sub­
committees, with the help of the staff, 
write, evaluate and grade the uniform 
CPA examinations. The examinations 
are administered by the accountancy 
board of each state and/or territory of 
the USA.
State accountancy boards are usually 
appointed by the governor of the state 
and serve as state employees to 
“...promulgate...rules of professional 
conduct appropriate to establish and 
maintain a high standard of integrity 
and dignity in the profession of public 
accounting...” They set rules of 
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professional conduct, license prac­
titioners and administer the CPA ex­
amination semiannually.
State accountancy boards are the 
final authority in the granting of CPA 
certificates. However, all U.S. states and 
territories use the uniform CPA ex­
amination and grading services of the 
AICPA. Some states have added extra 
sections to the exam that they must 
grade themselves. Those, however, are 
in addition to the uniform exam.
Development
The development of the examination 
is a process that is completed up to one 
year before the candidates open their ex­
amination booklets and attempt to 
answer the questions. Each section is 
developed separately by the subcom­
mittee responsible for that area of ex­
amination. Specific topics are selected, 
from an available list of approximately 
500, on a random basis. Random topics 
are added to the basic concepts that are 
consistently tested. The unique com­
bination of basic concepts and random 
topics becomes the CPA examination 
for a specific date.
The examination subcommittee 
writes summary answers for each ques­
tion, highlighting the basic and 
sophisticated concepts that the can­
didate is expected to know. From this 
process the answer is formulated. The 
sub-committee then develops a question 
that is expected to elicit the desired 
answer. The same process is followed 
for each section of the exam.
When each section has been prepared 
by the subcommittee, the sections are 
put together by the Board of Examiners 
and the AICPA staff. The examination 
is then approved for printing and ad­
ministration on a national basis at a 
specific date.
Distribution
The next function of the Division of 
Examinations is the distribution of 
these examinations, printed and sealed. 
They are boxed for distribution to the 
state boards based on the enrollment of 
CPA candidates by each state. The box­
es are sealed and the seal is not broken 
until the day of the exam. Many states 
break the seal for each section, in full 
view of both the state accountancy 
board members and the CPA can­
didates writing that section. The same 
degree of care is employed by the Board 
of Examiners, its subcommittees and 
staff in the development, printing, and 
distribution of the examinations.
Administration
The administration of the ex­
aminations, registration of CPA cer­
tificates, and monitoring of the ex­
aminations are the responsibility of the 
state boards of accountancy. They 
maintain full responsibility until the ex­
aminations are sealed in boxes and 
returned to the AICPA Division of Ex­
amination for grading.
In addition to the State Accountancy 
Board members and staff, students from 
area colleges are often employed to 
assist with the tremendous volume of 
registration, assembling of papers, and 
monitoring the CPA candidates.
Evaluation
When the Division of Examinations 
receives examination papers from the 
state boards, the grading process begins. 
However, before the grading criteria can 
be agreed upon, the graders test the dif­
ficulty of the examination. Ap­
proximately 1,000 papers are selected 
from the most populous states. These 
papers are graded using the answers ex­
pected and weights are assigned to the 
basic and sophisticated concepts. The 
results of the sample gradings are then 
evaluated, with an analysis of each 
problem in each section. If the passing 
rate for a given problem is lower than 
expected, difficulty points are given to 
all candidates that have written that 
problem.
Adjustments is only upward. 
Therefore it is possible to get help from a 
difficult problem, without losing the ad­
vantage of an easy one.
Consistency
In addition to adjustments for 
problems that are unfairly difficult, the 
graders are concerned with consistency. 
There are four primary graders for each 
problem. It is therefore important that 
they be consistent among themselves if 
the grading is to be fair.
They attempt to achieve the requisite 
degree of consistency by each grading a 
batch of examination papers (thirty- 
three papers) and then exchanging them 
among themselves until they agree on 
the grading weights given to all. The 
rotation process wears down extremes 
of grader opinion and fosters as much 
unanimity of judgment as is possible.
Grading
The grading process is done by 
educators and CPAs in practice. They 
are paid by the AICPA to work two 
eight-week sessions twice a year. 
Graders are all CPAs with the exception 
of a few graders for business law, who 
are attorneys. There are approximately 
180 of them grading the four sections. 
Each section has a manager, four 
reviewers and forty graders. The process 
requires four reviews for all 
marginal papers. Any set of papers that 
has a cumulative score between 60 and 
74 points, is considered marginal.
The initial grading is done by the 
graders who look at one problem each. 
When this process is complete, a 
reviewer looks at the total set of papers 
for a section. A reviewer works only 
with one specific section of the examina­
tion, and there are reviewers for each 
section who become expert in reviewing 
that specific area. (e.g. law, auditing, 
practice or theory). If the candidate’s 
papers for a section, when accumulated 
by the reviewer, total a passing grade (75 
or better) they are not reviewed again. 
However, if the total for a section falls 
between 60-74 or if any particular 
problem looks inconsistently low, the 
papers will be reviewed closely by the 
reviewer. In these cases, the reviewer can 
add discretionary points for neatness or 
writing clarity that may bring the can­
didate to a passing grade.
When the section reviews are finished 
the grades are summarized by candidate 
so that a candidate’s total progress can 
be reviewed by managers. The papers 
are graded one state at a time to 
facilitate this process. As the managers 
look at the grades they select any section 
that has a marginal grade and perform 
an additional review. If a conditional 
credit for a passing grade in a particular 
section is a possibility the papers will be 
reviewed to give the candidate another 
opportunity for a passing grade.
Objective problems are treated in a 
similar manner even though they are 
graded by machine. The machine grades 
each objective answer sheet twice and 
prints out two grades that are then 
checked for consistency. A sample of the 
objective answer sheets is also checked 
by hand using an overlay, in another ef­
fort to check the accuracy of the 
machine grading.
In the near future grading data and 
the data from the essay questions will be 
captured electronically. It is expected 
that EDP will enable the Board of Ex­
aminers to analyze trends and make 
other useful analyses that will improve 
the examination process.
When all is completed, the summaries 
of the examination results are reviewed 
by the Director of Examinations for in­
consistencies or unusual circumstances. 
Any that he selects for review in this 
process are examined by him, in detail. 
Distribution
The director finishes his review and 
then the grades and examination papers 
are packaged and distributed to the state 
boards of accountancy. At the conclu­
sion of the grading process the AICPA 
establishes a uniform release date for the 
grades so that every candidate will 
receive results on the same day.
When the state accountancy boards 
receive the grades and papers from the 
AICPA, they review them for clerical 
accuracy before they release the grades 
to the CPA candidates. The grades are 
then released to all candidates 
simultaneously. Most states inform the 
candidates of their examination results 
by letter. Some also call successful can­
didates by telephone on the grade 
release date.
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■  a uniquely organized refer­
ence service in portfolio format that gives you “how-to” 
guidance for the successful handling of more than 160 com­






a thorough, accurate 
analysis of the problem by 
an active tax practitioner 
who is an acknowledged 
authority on the subject. Dis­
cusses alternate methods,
probable IRS position, tax conse­
quences, significance of conflict­
ing cases, pertinent provisions of 
the code, revenue and private letter 




prototypes and copies of 
forms and documents 
applicable to the problem.
Includes IRS forms, sug­
gested legal documents 
and forms, forms for state 
and local use, Internal
Revenue Manual supple­
ments, plus complete 
checklists. 
a complete listing of relevant offi­
cial and unofficial material for 
referral or citation. Includes 
statutes, regulations, cases 
referred to in the detailed 
analysis, treasury rulings 
and private letter rulings 
in head note form, tax 
services, and articles  
in professional  
periodicals. 
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variables against which to measure a 
population seems almost endless, but 
for this study one specific test was 
chosen which measures certain manifest 
personal needs of individuals and has a 
background of use in business research.3 
The Edwards Personal Preference 
Schedule measures one’s manifest needs 
in the following thirteen areas:4
Academic Performance 
and Behavioral Characteristics














An increasing number of women have 
been selecting accounting as their un­
dergraduate major field of study at 
colleges and universities across the 
country. Evidence has been published to 
document this trend and to explain 
some of the reasons behind the growth 
in enrollment of women in accounting 
programs.1 The purpose of this study is 
to present a partial profile of the woman 
accounting student developed through a 
study of female accounting majors at 
one large (enrollment, 29,000 students) 
Southwestern university.2 The 
characteristics examined in the study 
were 1) scholastic achievement, as 
measured by academic performance in 
undergraduate accounting courses and 
2) certain personality traits of the female 
accounting, undergraduate, developed 
through a psychological test of the 
manifest personal needs of individuals.
Scholastic Achievement
An examination was made of the per­
formance in undergraduate accounting 
courses by female and male accounting 
majors for five semesters, beginning 
with the Fall semester of 1975 and ex­
tending through the Fall semester of 
1977. The courses covered in the survey 
were Intermediate Accounting (con­
sisting of two three semester-credit-hour 
courses), Cost Accounting, Advanced 
Accounting, Income Tax, Auditing, and 
Accounting Theory. Final grade 
averages were computed in each course 
for all female accounting majors 
enrolled in the course and all male ac­
counting majors. A t-test was then 
applied to determine the statistical 
significance of the differences in the 
means obtained. The results are 
presented in Table 1.
The female accounting majors per­
formed slightly better than the men in 
undergraduate accounting courses, but 
most of the differences found were not 
statistically significant. For the total of 
thirty-five observations (seven courses 
for five semesters) made in the study the 
grade average of female accounting ma­
jors exceeded the male average in 
twenty-five cases. Of these, three were 
statistically significant. The average 
grade for the men was greater than that 
for the women in ten instances, of which 
one was statistically significant (i.e., In­
termediate Accounting-II; Spring, 
1977).
There did not appear to be any 
notable trend with respect to perfor­
mance in particular courses with the ex­
ception of Advanced Accounting, for 
which the women’s averages were higher 
in all five semesters, one of which was 
statistically significant. The women did 
outscore the men in four of five 
semesters both for Intermediate I and 
Accounting Theory, but only one 
difference was significant.
Behavioral Characteristics
Another means of analyzing the 
characteristics of women who choose to 
study accounting is to look at non­
academic variables, such as personality 
traits. The psychological/sociological
This test was used because need 
satisfaction is exercised through the 
students’ choice of certain fields of 
study. Also, measured needs are often 
considered to be indicators of success in 
accounting and are, therefore, the in­
gredients which recruiters attempt to 
identify when interviewing job-seeking 
women. For example, a high need to 
achieve might indicate that one has the 
necessary drive to reach a high level of 
professional attainment through high 
calibre job performance, initiative and 
desire. A high order need might indicate 
that one is capable of organizing her 
work, her priorities and to conform to a 
particular firm or professional image.
Endurance might also be important. 
Accounting often demands long hours, 
late-night work, periods of considerable 
psychological pressure and client an­
tagonism which demands that one not 
be a quitter.
The Edwards test was administered to 
senior women accounting majors. There 
were 102 usable results. The means and 
standard deviations are presented on 
Table II under the column headed “Stu­
dent Test Group.” The average raw 
score earned by accounting majors was 
compared for each tested variable (a) to 
the average raw score other college 
women from a cross-section of dis­
ciplines (“Normative Group” column) 
and (b) to women practitioners of ac­
counting (“Accounting Practitioners” 
column). An item-by-item analysis 
reveals some interesting profiles. The 
differences were tested by using the t- 




Final Grade Average Of Accounting 
Majors For Various Courses
Fall ’75 Spring ’76 Fall ’76 Spring ’77 Fall ’77
Intermediate-I
Women 2.43 2.41 1.94 2.36 2.34
Men 2.26 2.33 1.89 2.54 1.94
Difference .17 .08 .05 -.18 .40
Intermediate-II
Women 2.26 2.89 2.08 2.13 1.92
Men 2.45 2.43 1.76 2.66 2.07
Difference -.19 .46 .32 -.53* -.15
Cost Accounting
Women 3.15 3.13 3.02 2.63 3.00
Men 2.89 3.07 2.92 2.78 3.09
Difference .26 .06 .10 -.15 -.09
Advanced Accounting
Women 2.48 2.29 2.62 2.68 2.79
Men 1.43 2.23 2.43 2.49 2.46
Difference 1.05* .06 .19 .19 .33
Income Tax
Women 3.09 .285 2.91 2.50 2.69
Men 2.82 2.94 2.68 2.60 2.49
Difference .27 -.09 .24 -.10 .20
Auditing
Women 3.22 3.35 3.24 3.07 2.54
Men 3.15 2.92 2.96 3.08 2.62
Difference .07 .43* .28 -.01 -.08
Accounting Theory
Women 2.89 2.96 2.72 2.55 2.80
Men 3.04 2.45 2.58 2.31 2.50
Difference -.15 .51 .14 .24 .30
Note: A=4.0, B=3.0, C=2.0, D=1.0
* Probability Less Than .01
Achievement. The women accounting 
students tested revealed a significantly 
higher achievement need than their 
college-age counterparts. Accounting 
study seems to have attracted a higher 
achiever; however, there was no signifi­
cant difference in achievement need 
when the women accounting students 
were compared tp women accounting 
practitioners. This would indicate that 
women practitioners and women study­
ing accounting are much alike in needs 
to achieve.
Deference. This trait measures one’s 
need to get input, to seek advice, and to 
elicit suggestions and accept orders 
from others. Interestingly, women ac­
counting students showed significantly 
less need in this area than did either 
other college women or women accoun­
ting practitioners.
Order. The need for order is 
significantly higher in the test group 
than in other college women, but was 
not significantly different from the 
order needs of the practitioners, again 
indicating more similarity than dis­
similarity between women studying and 
practicing accounting.
Exhibition indicates the need to be 
noticed, to stand out, and to be the 
center of attraction. It is difficult to 
speculate on the importance of this need 
to the accounting professional. Certain­
ly, exhibition done in a tasteful, discrete. 
professional manner is desirable, but 
not if done in an audacious, raucous 
way. The women in the test group were 
not significantly different from other
October 1978/19
TABLE II 
Comparison of Manifest Needs of Women Accounting Students 
with Normative Group and Practitioners
* Difference significant, probability less than .01.
a Data supplied by The Psychological Corporation.
















Student Test Group 
Compared to 
Accounting Practitioners
DifferenceMean Std. Dev. Mean Std. Dev.
Achievement 15.45 3.69 13.08 4.19 2.37* 14.43 3.92 1.02
Deference 11.35 3.30 12.40 3.72 -1.05* 13.38 3.40 -2.03*
Order 12.26 3.91 10.24 4.37 2.02* 13.00 4.92 -.74
Exhibition 13.99 4.33 14.29 3.65 -.30 11.50 3.66 2.49*
Autonomy 11.92 4.25 12.29 4.34 -.37 12.80 3.81 -.88
Affiliation 16.20 4.29 17.40 4.07 -1.20* 15.73 4.27 .47
Intraception 15.72 4.68 17.32 4.70 -1.60* 16.57 4.26 -.85
Succorance 13.52 4.55 12.53 4.42 .99 11.27 3.92 2.25*
Dominance 14.62 5.53 14.18 4.60 .44 11.57 5.06 3.05*
Abasement 13.14 4.57 15.11 4.94 -1.97* 16.47 4.55 -3.33*
Nurturance 14.89 4.31 16.42 4.41 -1.53* 14.63 4.15 .26
Change 15.89 5.14 17.20 4.87 -1.31 16.90 4.70 -1.01
Endurance 14.58 4.87 12.63 5.19 1.95* 16.90 4.06 -2.32*
Heterosexuality 15.50 4.90 14.34 5.39 1.16 11.77 6.94 3.73*
Aggression 11.00 4.65 10.59 4.61 .41 11.97 4.25 -.97
college women but had a higher need to 
be noticed and in the limelight than 
women practitioners. To explain this 
difference in the women students we 
might speculate that this need diminish­
ed with maturity and growth of self­
confidence as the woman gets older.
Autonomy is the need to feel respon­
sible for making one’s own decisions, for 
being able to come and go much as one 
pleases. This need was not different for 
any of the three groups; that is, all felt 
about the same need for autonomy.
Affiliation, the need to be associated 
with, to be with and to work with others, 
was significantly lower for the accoun­
ting students than in the college women 
generally. This begins to paint an in­
teresting picture in that the woman 
studying accounting may be more of a 
decision maker and more independent 
than her college counterpart when con­
sidering both the affiliation and 
deference scales.
Intraception is the need to analyze the 
motives for one’s own actions or 
thoughts and those of others. The 
women studying accounting were not 
unlike the women practitioners in this 
need but were significantly lower than 
the other college women in the intracep­
tion scale.
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Succorance, the need to receive sup­
port and encouragement from others, is 
significantly higher in the women ac­
counting students than in the woman 
practitioner. The practitioner has less 
need for the “pat on the back” than 
either of the college age groups perhaps 
because the practitioner has reached a 
higher level of self-confidence and es­
teem with maturity.
Dominance. The need to control, to 
lead and to feel in command of the situa­
tion was no different for the women ac­
counting students than for women 
students in general. However, the 
woman practitioner seems to have 
significantly less need to dominate and 
seems to be more inclined to acquiesce.
Abasement is the need to accept self 
blame and assume full responsibility for 
the outcome of events rather than put­
ting the responsibility off on an outside 
source. In this variable, the women ac­
counting students demonstrated less 
abasement need than did their college 
age counterparts or women accounting 
practitioners.
Nurturance, the need to give support, 
is almost the anonym of succorance. 
The women accounting majors were no 
different from the accounting prac­
titioners in this regard but were 
significantly lower in this need than 
college women generally.
Change, the need to deviate from the 
routine, and to experience new and 
different things, was no different for any 
of the groups.
Endurance is one variable which is 
often considered important to accoun­
ting. The women accounting majors 
demonstrated significantly more en­
durance needs than other college 
women, but significantly less than 
women practicing accounting. This 
causes us to speculate that the ranks of 
women practitioners from which the 
data were drawn may have been purged 
of those who did not have the high en­
durance needs.
Heterosexuality, unknown in its im­
portance to accounting as opposed to 
other disciplines, is the need to be with 
persons of the opposite sex. This study 
indicates that the college women, ac­
countants and others, were no different. 
The college age women studying ac­
counting did demonstrate a higher 
heterosexuality need than women prac­
titioners, though. This difference might 
be explained by the age/maturity 
differential.
Aggression is the need to attack con­
trary points of view and the need to
TABLE III 
Manifest Need Differences Between 





Between MeansMean Std. Dev. Mean Std. Dev.
Achievement 15.45 3.69 15.99 4.17 -.54
Deference 11.35 3.30 10.54 3.72 .81
Order 12.26 3.91 11.59 3.99 .67
Exhibition 13.99 4.33 14.18 4.48 -.19
Autonomy 11.92 4.25 13.73 4.02 -1.81*
Affiliation 16.20 4.29 14.48 5.14 1.72*
Intraception 15.72 4.68 14.11 4.74 1.61
Succorance 13.52 4.55 10.77 4.86 2.75*
Dominance 14.62 5.53 17.43 5.73 -2.81*
Abasement 13.14 4.57 13.24 5.32 -.10
Nurturance 14.89 4.31 14.52 5.54 .37
Change 15.89 5.14 13.50 5.26 2.39*
Endurance 14.58 4.87 14.97 5.35 -.39
Heterosexuality 15.50 4.90 16.29 5.72 -.79
Aggression 11.00 4.65 13.55 4.83 -2.55*
* Differences between means significant at the .01 level.
argue. No significant differences were 
noted among the three groups.
As shown in Table III, there were no 
significant differences between the mean 
scores for the men and women for 
achievement, order or endurance. 
Women had just as high a need to 
achieve, to have an ordered existence 
and as high an endurance level as 
the men. This observation is interesting 
amidst a certain amount of bias which 
has been historically associated with 
women in business.
There were, however, other areas of 
difference. Women had significantly 
higher needs than the men in the follow­
ing: affiliation, succorance (i.e., need to 
give support), and change. This latter 
trait — change — suggests a more 
adventuresome drive in the women.
In general, the results of the study in­
dicate that the women accounting ma­
jors surveyed performed somewhat 
better in undergraduate accounting 
courses than the males, but that the 
differences were for the most part not 
significant. Women in accounting do 
differ, however, in some important 
respects from other college women. 
They have higher needs for achievement 
and for order, and have more endurance 
relative to other college age women. 
These traits would seem desirable for 
jobs in public accounting.
Notes
1M. Weston and J.P. Matoney, “More College 
Women Majoring in Accounting: The Numbers 
and Some Reasons,” Woman CPA, V. 38, 
January 1976.
2The study was conducted at Texas A&M Un­
iversity where, corresponding to the trend 
nationally, the number of women accounting ma­
jors has been increasing with each successive 
entering class. Comparing the graduating classes 
of 1977 to the class which will graduate in 1981, the 
number of women selecting accounting as their 
major has more than doubled, rising from 92 to 
190 students. Simultaneous with this occurrence 
has been a leveling-off of men accounting majors, 
particularly in the last three years. The net result 
has been an increasing proportion of female ac­
counting majors relative to men; in the two most 
recently entering classes at Texas A&M, there 
were more women than men accounting majors: 
176 and 190 females in the classes of 1980 and 
1981, and 164 and 161 males, respectively.
Freshmen and other students entering the un­
iversity choose a major field of study at time of en­
try. Evidence shows that a large number of 
students entering college graduate in a major 
different from the one which they originally 
selected. Approximately forty-two percent of the 
women accounting students involved in this study 
changed into accounting after having previously 
enrolled in some other discipline. In addition, an 
analysis of a recent class of graduates revealed that 
only fifty-one percent entered the university as ac­
counting majors. This percentage was similar for 
men as well as for women.
3Rose E. Knotts, “Manifest Needs of 
Professional Female Workers in Business Related 
Occupations,” Journal of Business Research, July 
1975, pp. 267-76.
4Allen L. Edwards, Edwards Personal 
Preference Schedule, revised manual. The Psy­
chological Corporation, 1959.
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Editor’s Note:
This paper was presented to an EDP Audit 
Training Symposium sponsored by Touche 
Ross & Co. at the University of 
Massachusetts (Amherst). Proceedings from 
the whole conference may be obtained from 
the Accounting Department, University of 
Massachusetts, at Amherst.
“What should training programs 
cover for EDP auditing from an 
academic and practitioner perspective” 
is really two questions. First is the ques­
tion of the content or the subject matter 
which should be included in training 
programs for EDP auditing. Second is 
the question of the difference between 
the academic and the practitioner 
perspective.
Auditor’s Professional Responsibilities 
in EDP Auditing
There are three basic auditing stan­
dards that have particular significance 
when dealing with computer-based ac­
counting systems. These are the first 
general standard, which is concerned 
with adequate technical training and 
proficiency; the second field standard, 
which covers the study and evaluation 
of internal control; and the third field 
standard on collection of competent 
evidential matter.
As computers have become more 
numerous, and have developed more 
data collection and communication 
ability, the impact of computers on 
management and the accounting 
process has increased significantly. The 
changes introduced by these com­
puterized information systems have in 
turn often influenced the procedures 
used by auditors in the study and 
evaluation of accounting control to 
determine the nature, timing, and extent 
of audit procedures to be applied in the 
examination of financial statements.
Typically, EDP affects the form of the 
underlying accounting data and can fre­
quently also affect the nature of the cor­
roborating evidential matter. In many 
systems, the traditional independent 
evidence is being replaced by computer 
prepared records. These developments 
mean that in some cases the auditor 
must be able to interrogate and evaluate 
the system directly. All of the 
developments in the field of computer 
and software systems require a cor­
responding development of the 
auditor’s EDP background so that the 
auditor can discharge the audit respon­
sibilities and adhere to the generally 
accepted auditing standards.
To perform the attest function
Electronic
Data Processing
What Should Training Programs Cover For EDP 
Auditing From An Academic & Practitioner 
Perspective?
Editor:
Elise G. Jancura, CPA, Ph.D.
The Cleveland State University 
Cleveland, Ohio 
properly, the auditor must be able to 
identify and understand the systems 
having significance for the financial 
records; to test the system for com­
pliance; to assess the adequacy of the ex­
isting control system; and to perform 
whatever substantive tests of the finan­
cial records that are appropriate to es­
tablish the validity and accuracy of the 
financial records.
Basic EDP Knowledge for Auditors
There have been several attempts to 
define the necessary EDP knowledge for 
auditors. In September 1974 the Cana­
dian Institute of Chartered Account­
ants stated that Chartered Account­
ants’ EDP knowledge requirements are: 
“to obtain a basic understanding of the 
principles of EDP so that they can apply 
their prime discipline in an EDP en­
vironment; and to learn how their basic 
professional skills do apply to EDP.”1 
The CICA recommended the following 
EDP knowledge for auditors (external 
and internal):2
I. Principles of Processing and 
Operations
“to understand the systems which 
process information which he is 
auditing to provide a foundation 
knowledge for the use of 
C.A.A.T.”
2. Principles of Computer Program­
ming and Software
“to appreciate the role of 
programs in EDP for control 
evaluation’’
3. Principles of Systems Analysis 
and Design
“to analyze systems prior to con­
trol review; to participate in con­
version audits”
4. Principles of EDP Management 
“to appreciate sound EDP 
management practices in control 
evaluation”
5. Computer Control
“to evaluate internal controls”
6. Computer Auditing
“to verify controls; to test 
computer-produced records; to 
use C.A.A.T.”
The American Institute of Certified 
Public Accountants has also addressed 
the issue of the knowledge required for 
auditing computer records. While the 
AICPA has not made a formal 
pronouncement, two articles on the sub­
ject have appeared in The Journal of Ac­
countancy. Both articles have suggested 
three levels of EDP technical proficien­
cy: the general audit staff member, the 
computer audit specialist, and the data 
processing specialist. This hierarchy was 
deemed necessary because of the great 
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variety of EDP equipment, software, 
and processing techniques in existence 
today and the rapidity of technological 
change in the field.
That article was not intended to imply 
that auditing staffs had to be organized 
with those specific titles but rather to 
recognize the various professional 
responsibilities and types of expertise 
which must be brought to bear on the 
typical audit. Thus there is a need for a 
level of specialized EDP expertise which 
must be available as a resource in the 
audit and which can be called upon 
when additional technical knowledge is 
needed for the planning and implemen­
tation of a computer audit.
The term “general staff auditor” 
represented the basic level of audit 
responsibility for the examination of the 
financial statements of clients, including 
full responsibility for the review and 
evaluation of internal control and the 
development and execution of the audit 
plan. As noted in the 1975 article,
the staff auditor must address the 
computer at two levels. First, the 
auditor must acquire sufficient ex­
pertise to study and evaluate the im­
pact of the client’s computerized ac­
tivities on internal control. This 
responsibility may not be delegated 
to a specialist although the staff 
auditor may use the services of a 
computer audit specialist to perform 
some tests and gather relevant data. 
Second, the staff auditor may choose 
to use the computer to perform the 
compliance and substantive tests 
which the auditor considers 
necessary and are a part of the audit 
plan.
Although use of the computer is 
discretionary, review of its effects 
is not. The staff auditor must 
develop sufficient knowledge and 
understanding of EDP techni­
ques to be able to perform the re­
quired judgmental function.3 
With this definition of the general 
audit staff function, the minimum EDP 
knowledge requirements for the general 
staff auditor were specified as follows:4
1. A basic understanding of com­
puter systems including equip­
ment components and their 
general capabilities.
2. A basic understanding of widely 
installed computer operating 
systems and software.
3. A general familiarity with file 
processing techniques and data 
structures.
4. Sufficient working knowledge of 
computer audit software to use 
existing, standardized audit 
packages.
5. Ability to review and interpret 
systems documentation including 
flowcharts and record definitions.
6. Sufficient working knowledge of 
basic EDP controls to
(a) Identify and evaluate controls 
in effect in a client’s installation.
(b) Determine the extent to 
which such controls should be 
tested and to evaluate the results 
of such tests (although not 
necessarily to execute such tests).
7. Sufficient knowledge of EDP 
systems to develop the audit plan 
and supervise its execution.
8. A general familiarity with the 
dynamics involved in developing 
and modifying programs and 
processing systems.
Practitioner’s Perspective for Training 
Programs for EDP Auditing
The practitioner faces the immediate 
responsibility for the actual conduct of 
an audit and therefore the task of 
organizing and maintaining the 
professional staff to perform that audit. 
The practitioner/firm must insure that 
the staff performing the audit does in 
fact actually meet the professional stan­
dards cited above and actually possesses 
the various technical proficiencies re­
quired. The emphasis is on the capabili­
ty of the audit team, allowing for vary­
ing levels of experience and supervisory 
responsibility as well as various levels of 
technical EDP knowledge among the in­
dividuals on the audit team.
In developing the audit team, the firm 
is faced with the dual task of ob­
taining/hiring qualified staff and of 
providing opportunities for 
professional growth and continue 
development of that staff through an ap­
propriate combination of the staff 
development programs and technical 
updating.
The article “Technical Proficiency for 
Auditing Computer Processed Ac­
counting Records,” held that “The term 
‘general staff auditor’ is used to refer 
primarily to the senior accountant who 
has responsibility for the audit. The re­
quirements discussed for this auditor 
also apply to those, such as managers 
and partners who review the staff 
auditor’s work and further refine it. 
Junior accountants can be thought of as 
‘apprentices’ to senior accountants, and 
to that extent the qualifications describ­
ed for the staff accountants represent 
the level of competence which the junior 
either possesses or is actively 
developing.”5 The AICPA’s Computer 
Education Committee is currently 
working on a project to define abilities 
needed in auditing computer based in­
formation processing systems. The com­
mittee suggests that the audit team en­
compasses three levels of EDP ability 
which must be present within an audit 
team working with computer based 
records. These three levels within the 
team are a minimum (or entry level) 
ability; supervisory ability level; and the 
level of specialized EDP ability.
Generally the minimum or entry level 
ability is that expected of the recent 
graduate or junior accountant. General­
ly, staff at this level should have ade­
quate technical knowledge of general 
EDP technology and computer-based 
applications to understand these 
systems and be able to understand the 
requirements of computer-based 
auditing. However, at this level, perfor­
mance of audit tasks are subject to con­
siderable instruction, guidance, and 
critical evaluation by an auditor at the 
supervisory level.
At the supervisory level the abilities 
required are those necessary to plan a 
computer audit and to perform the in­
struction, guidance and evaluation 
functions to which junior staff members 
are subject. At this level the ability exists 
to manage a computer audit as a “full 
charge” auditor. Staff members who 
possess specialized EDP ability act as a 
resource to staff auditors, and can be 
called upon when additional technical 
knowledge is needed for the planning, 
implementation or evaluation of a com­
puter audit.
Audit firms have adapted different 
approaches to the formation of the audit 
team. These differences result from a 
number of factors: differing 
organizational philosophies, size, and 
resources of the firm. Some firms use 
computer audit specialists, trained in 
both auditing and EDP. Other firms use 
EDP specialists (frequently from the 
MAS staff) with relatively little auditing 
as a resource of the audit team. For the 
smaller firms the choice becomes not 
only a matter of how to organize staffing 
for the specialized EDP knowledge, but 
also the extent to which that knowledge 
will be developed in-house or acquired 
from an outside resource — a specializ­
ed resource supported by a coalition of 
firms for their use or the engagement of 
independent EDP specialists.
All firms face the responsibility for
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providing sufficient continuing 
educational opportunities for staff to 
maintain and/or update technical skills 
as well as to continue professional 
development. For the large firms, this 
effort is usually embodied in an ongo­
ing, formalized program of in-house 
educational programs. The content of 
individual courses and the choice of 
attendees is of course influenced by the 
firm’s individual policy on organizing 
the audit team. The smaller firms must 
rely more heavily on outside resources. 
However the continuing education is 
obtained, the heavy responsibility of the 
practitioner is to maintain that ongoing 
“continuing professional development” 
function.
Many organizations are active in the 
continuing professional education area. 
The public accounting professional 
organizations — the American Institute 
of Certified Public Accountants, the in­
dividual state societies, the Canadian 
Institute of Chartered Accountants — 
have extensive programs for their 
membership and provide an important 
resource for the small firm and sole 
practitioner. Particularly in the area of 
EDP auditing these organizations have 
actively attempted to inform their 
membership of the impact of EDP 
development on audit responsibilities, 
to develop professional standards for 
EDP audits, and to provide an ap­
propriate selection of educational 
courses and materials to help the 
membership in their development of ap­
propriate technical proficiency. Other 
professional associations also provide 
active educational programs which can 
be useful to the practitioner. Especially 
important in the area of EDP auditing 
are the Internal Auditors Association 
and the EDP Auditors Association.
Academic Perspective on Training 
Programs for EDP Auditing
The perspective of the practitioner 
and the academic on the quality and 
content of training and/or educational 
programs for the profession should not 
truly differ. I would hope that as ac­
counting professionals first and 
academics second, accounting faculty 
would be capable and interested in par­
ticipating (both as a supplier and as a 
consumer) in the continuing 
professional education function of the 
profession. Similarly, practitioners have 
a vital responsibility for participating in 
the development and guidance of ac­
counting education. In a real sense to­
day, academic or collegiate programs
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provide the raw material of the profes­
sion. The abilities and knowledge level 
that “entry level” junior accountants ob­
tain in their collegiate programs and 
carry with them into their initial 
professional responsibilities will affect 
not only the quality of their initial per­
formance and the extent of supervision 
they require but also the degree to which 
continuing education programs can be 
devoted to advanced professional work 
rather than more basic material.
Individuals at the entry level, will 
utilize their computer auditing 
position responsibility and 
career potential of each 
opening are provided in de­
tail. Starting salaries range 
from $15,000 to $50,000+.
This important career infor­
mation has been compiled 
by Source Finance, the 
unique nonfranchised 
national recruiting firm 
specializing in accounting 
and financial placement. If 
you seek intelligent career 
guidance and counsel,
knowledge initially under direct super­
vision, followed by progressively more 
independence and greater levels of 
responsibility. It should be expected 
that on-the-job experience will provide 
practical knowledge to compliment and 
re-enforce the understanding and 
knowledge gained through formal 
academic training. The academic 
programs can provide basic understan­
ding of EDP auditing — experience 
should help develop competence in 
EDP auditing.
Thus the role of formal academic
October 1978/25
NOVEMBER 27-28 Management Skills For Women
THE NEW MGM GRANO HOTEL 
RENO, NEVADA
Who Should Attend---------- ?
This course is designed especially for women whose emerging 
management role requires deeper insight into the organizational and 
behavioral forces at work in the firm.
This course will----------
Consider those forces peculiar to the rapidly changing role of the 
women in the management role.
Identify techniques and skills which will make the women’s duties 
as manager more effective in the firm and with clients.
Register Now--------------$15000
Fee Includes All Sessions, Course Material, 
Luncheons & Coffee Breaks
TO: THE CONDOR GROUP
3300 Dale
St. Joseph, MO 64506






training is to provide adequate 
knowledge of computers and com­
puterized accounting systems to unders­
tand those systems, to understand the 
audit implications of the controls in 
those systems (both general and applica­
tion), and to at least be aware of the 
audit implications of those systems. Ac­
tual ability to evaluate adequacy of 
these systems and their controls and to 
plan and manage the audit program will 
develop as the individual acquires the 
additional insights and experience 
through actual participation in the 
audit.
There are three basic areas of EDP 
expertise which have great importance 
when auditing a computer based infor­
mation processing system:
Computer Systems Technology — 
this requires a basic understan­
ding of how computers work; 
forms of data storage (i.e., tape, 
disk); technology of data capture; 
telecommunications; program­
ming languages and techniques; 
operating systems and other 
software.
Computer Based Applications — 
a basic understanding of the flow 
of data through typical computer 
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based accounting systems in­
cluding an understanding of data 
capture and data verification 
techniques, file maintenance and 
updating, report generation, the 
systems design and documenta­
tion process.
Computer Auditing —
a knowledge of computer audit 
techniques and tools is necessary 
in planning and carrying out the 
audits. This involves a basic un­
derstanding of such techniques as 
the use of audit software, test 
data, and parallel simulation.
No one anticipates that students will 
develop functional expertise in these 
areas as a result of a typical un­
dergraduate program. However, it 
should be possible and it is necessary 
that students be given a basic understan­
ding of these functions upon which to 
begin building their professional exper­
tise. Despite already crowded 
curricular, coverage of these three 
aspects of EDP must be incorporated 
into accounting programs. A simple 
programming course (usually featuring 
FORTRAN) is not adequate to provide 
an understanding of processing system. 
A recent study found that on the average 
only .03 week was devoted to EDP 
auditing in the basic undergraduate 
auditing course.6 This coverage is inade­
quate and simply does not provide an 
appropriate amount of entry-level 
knowledge in EDP auditing.
As a minimum, accounting programs 
should provide adequate coursework to 
provide students with a basic understan­
ding of the three areas mentioned above, 
which includes the eight minimum EDP 
knowledge requirements specified 
earlier for the general staff auditor. ■
NOTES
1“R.G. Gage, K.O. Darricott, J.C. Gambles, 
D.W. Mashens, “Competence and Professional 
Development in EDP for the CA, CA Magazine, 
September 1974, p.
2Gage, Darricott, Gamble, and Mashens, p.
3Elise G. Jancura, “Technical Proficiency for 
Auditing Computer Processed Accounting 




6Dan M. Guy, Stephen K. Cohen, Samuel R. 
Leben, “Audit Education Today — 1977,” 
Proceedings of 1977 American Accounting 
Association Meeting, August 1977.
The following article appears with the per­
mission of Front Line Associates.
Hello there Superwoman! Working 
on corporate mergers? Managing a 
finance department? Advising clients on 
tax shelters? Running your own 
business? Managing a household? Pur­
suing your CPA? Raising a child or two? 
Planning for your untimely death?
As women pursue fulltime careers, 
they are subjecting themselves to the 
same or worse emotional and physical 
stresses experienced by men. Not only 
must they work exceedingly hard at 
their jobs in order to succeed, but quite 
often they are responsible for an equally 
demanding alternate role — that of 
homemaker and mother. A woman can 
easily feel that she is on a hamster tread­
mill — running faster and faster but ac­
complishing little more than when her 
pace was slower. A hidden price women 
pay for this deserved thrust onto and up 
the business ladder is beginning to 
appear in their medical statistics. The in­
cidence of coronary heart disease 
among women has increased 
dramatically in the past ten years.
In their excellent book, Type A 
Behavior and Your Heart, Drs. Fried­
man and Rosenman discuss coronary 
heart disease and a key factor they call 
Type A Behavior. They define Type A 
Behavior Pattern as “an action-emotion 
complex that can be observed in any 
person who is aggressively involved in a 
chronic, incessant struggle to achieve 
more and more in less and less time...”1 
They put forth the thesis that Type A 
Behavior Pattern is the determining 
factor in whether one suffers coronary 
heart disease. The primary trait ex­
hibited by a Type A individual “is the 
habitual sense of time urgency or ‘hurry 
sickness’.”2 This individual tries “to ac­
complish too much or to participate in 
too many events in the amount of time 
he allots for these purposes.”3 This per­
son sets unrealistic deadlines and thus 
subjects himself to continuous time 
pressure. Drs. Friedman and 
Rosenman offer a detailed outline to the 
reader so they may determine if they are 
a Type A individual. Some of the 
distinguishing behavior patterns 
include:
1) “If you always move, walk and 
eat rapidly.
2) If you feel an impatience with the 
rate at which most events take 
place.
3) If you indulge in polyphasic
thought or performance (thinking 
or doing two or more things
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4) If you almost always feel vaguely 
guilty when you relax and do ab­
solutely nothing for several hours 
to several days.
5) If you no longer observe the more 
important or interesting or lovely 
objects that you encounter in 
your milieu.
6) If you attempt to schedule more 
and more in less and less time, and 
in doing so make fewer and fewer 
allowances for the unforeseen 
contingencies.”4
The person who is free of the traits listed 
above exhibits Type B Behavior and 
faces a greatly reduced risk of incurring 
coronary heart disease even with poor 
eating, drinking, smoking and exer­
cising habits.
Now, what does all of this have to do 
with time management? Time manage­
ment is that well-known but little- 
practiced art of mastering yourself so 
you can master your time. Wise time 
management practices can help an in­
dividual acquire Type B Behavior 
Patterns: The woman who controls the 
demands on her, who seldom allows the 
harried pace of her colleagues and her 
work environment to cause her agita­
tion, who maintains a healthy balance 
between work and leisure, and who can 
thoroughly relax without feeling guilty. 
The end result is greater productivity 
and creativity in your work, much more 
enjoyment of life’s pleasures and 
healthier living.
Wise time management practices 
have one basic, overriding purpose: to 
enable you to maximize the hours you 
do have alloted to you in this life to ac­
complish those goals which are impor­
tant to you and to become the person 
you want to be. As a time manager, you 
constantly weed out the secondary con­
cerns and the trivia as much as possible. 
Those activities which do merit your 
energies receive your full attention and 
you bestow your best efforts upon them. 
Keep asking yourself this question: 
What did I exchange today for? Do I 
like what I’m doing well enough to ex­
change my time for it? It is the quality of 
your activities, not the quantity, that 
counts.
Time management is not doing two 
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yourself on a pocket tape recorder as 
you are driving to work. It is not review­
ing mail and giving instructions to a co­
worker while waiting on “hold” on the 
telephone to talk to a client. Time 
management is not trying to do every 
task in a shorter period of time so you 
can squeeze an extra hour out of your 
day to include even more tasks. These 
examples betray Type A Behavior.
With that in mind, here are the best 
twenty tips I have come across on time 
management. They work well — if you 
keep practicing! And remember — 
fifteen minutes saved every day for a 
year will give you an extra eleven full 
8-hour days to do with as you wish.
1) You must have a plan to work and 
play by — a master list of the 
values, goals, experiences which 
you want to be and do in your 
lifetime. That plan establishes 
your priorities and acts as a 
recalibration tool when your days 
become too cluttered with activi­
ty. Sit down and think about what 
you want in ten years, in two 
years, in the next six months. 
Does what you do today serve 
any of these goals?
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If not, then why are you involved 
in these activities? Make this list 
the guiding spirit for your ac­
tivities.
2) Remember the 80/20 Rule. 
Eighty percent of your effec­
tiveness comes from twenty per­
cent of the things you spend your 
time working on. Unfortunately, 
most of us spend eighty percent 
of our time working on items 
that will generate only twenty 
percent of our business. For 
example, of ten clients, two will 
yield eighty percent of your 
income. For effective time 
management, the key is to find 
these two, label them top priority 
and go after them. The remaining 
eight clients can probably be post­
poned without real harm.
3) If your office is in your home, you 
are prey to many time wasters. It 
is so much easier to water the 
plants than to evaluate a client’s 
tax position. Set aside one room 
in the house for business. Set a 
standard time when you will enter 
that room each day to begin 
work. Close the door and do not 
leave that office for a specific time 
period (3 to 4 hours). Stick to 
your schedule!
4) Paperwork requires the “handle 
once only” rule. Every time you 
pick up a piece of paper, act on it. 
Dispose of it, write a memo on it 
and send it on, make a phone call 
about it, file it. Don’t spin your 
wheels idling in indecision.
5) How well do you use the 
telephone? Prior to the call, out­
line the basic points you want to 
make during the conversation. 
Eliminate the unnecessary 
pleasantries and the weather 
reports. Say “I’m fine. I need 
three things from you...” Move on 
and move out!
6) If all you do is make lists of tasks 
and don’t follow through on the 
tasks, then the listing is useless. 
Unfinished business stays alive. It 
will always be incubating in your 
mind. Do it now. It is out of sight 
and out of mind.
7) Salespeople (or whoever) take 
two hours of your time and pay 
for your $5.00 lunch. Isn’t your 
time worth more than $2.50 an 
hour? Re-evaluate the reasons 
why you attend business 
luncheons, civic committee 
meetings, etc. Many could 
probably be eliminated.
8) Take time at the end of the day to 
sort your paperwork into three 
stacks: urgent, important, low 
priority. When morning comes, 
you can begin fresh on the 
“urgent” items. Discipline 
yourself to finish the job in one 
sitting. If crises or interruptions 
come up, you’ve got the tough 
tasks done or well on their way 
toward completion. On the items 
labeled “important,” you can get 
to them when time permits. Often 
you will find they have taken care 
of themselves. “Low priority” 
items can be thrown away after 
three months — they did not need 
to be done anyway! Remember: 
the first hour sets the pace for the 
rest of the day.
9) There is a difference between ef­
ficiency and effectiveness. Ef­
ficiency is doing something ex­
ceedingly well. Effectiveness is 
doing the right thing exceedingly 
well. Which are you?
10) Eliminate clutter. Desks stacked 
with piles of papers are distrac­
ting, inefficient and add to the 
feelings of the immensity of your 
work load. Allow only one 
“urgent” project to remain on 
your desk. Concentrate on it un­
til it is completed.
11) Do not read the mail until after 
you have accomplished the most 
urgent job of the day. Mail dis­
tracts attention and often 
demands time-consuming 
responses.
12) Use your time metabolism to 
schedule your work. Analyze 
your prime energy times during 
the day and schedule the tough 
jobs and decision-making tasks 
during those periods.
13) Check our your biorhythms. 
There are prime times during the 
month for doing particular types 
of tasks too. See if negotiations 
and selling prospective clients 
are much more productive when 
your emotional, intellectual and 
physical rhythms are at their 
peak during the month. See if 
writing proposals and analyzing 
contracts are easier and less time­
consuming when your intellec­
tual rhythm is at its peak. If you 
have a fair amount of flexibility 
in the scheduling of your work 
priorities, then scheduling the 
types of tasks according to your 
biorhythm state can multiply 
your productivity.
14) Pick a cut-off time when you 
leave work every day and leave\ 
You need the time to recharge 
your energies for maximum 
effectiveness.
15) Stop being immobolized by the 
immensity of the work before 
you. Concentrate on your 
achievements! Do you leave 
work each day feeling pressure 
and guilt by all the tasks you did 
not get done? That kind of think­
ing rapidly erodes your energy 
needed for the work and leisure 
ahead in the evening hours. 
Make a practice of leaving work 
thinking about the number of 
tasks you did complete today.
16) Learn to say NO! Turning down 
requests (legitimate or not) for 
your time to attend meetings, 
serve on community boards, 
entertain friends, bake cookies 
for your child’s school party, 
engage in small talk with a 
colleague in the hall, etc., can be 
one of the healthiest things you 
can do for yourself. Think of the 
guilt and stress eliminated by 
uttering the two letter word, 
“NO“! If you have difficulty us­
ing that word, enroll in an asser­
tiveness training workshop. The 
time and money invested will 
double the discretionary time 
available to you.
17) Speaking of time and money: 
you have to spend one or the
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other in order to have the alter­
nate. Make a decision about 
which resource is more valuable 
to you. Keep in mind that money 
can always be found — often not 
in the amount you would like but 
it is always available somehow. 
Time lost, on the other hand, can 
never be regained. And of what 
use is money without the time to 
enjoy it? Any service for which 
you pay that saves you time (gift, 
clothing, food shopping; 
housecleaning; drycleaning) 
should be given very serious 
consideration.
18) Eliminate non-working equip­
ment or things you get no 
pleasure out of from your home 
or office: bulky file drawers, 
broken keys on an adding 
machine, a vacuum cleaner 
which has little suction, a frypan 
whose nonstick finished is ruin­
ed. The cost of repairing or 
replacing these items is minimal 
compared to the stress and ten­
sion they add to your life.
19) During those periods when you 
do not seem to have the initiative 
to do even a simple “low priori­
ty” task, try the following. Select 
a task and tell yourself when you 
have completed this one item, 
you will take a break. Do it and 
do it well. When it’s finished, tell 
yourself you will do just one 
more task and then relax. Com­
plete that job. Repeat the guise 
over again and again. Even 
though it is a deceptive game, 
you can work straight through 
for four to six hours using the 
ploy when NOTHING else 
would work. The sense of ac­
complishment at the end of the 
day can be as great as when you 
land a lucrative account.
20) Stop reading articles on how to 
better manage your time and 
start practicing time 
management! Pick out three 
ideas from this list which would 
be the most productive for you 
and practice them every day until 
they are ingrained habits. Think 
of what you could do with those 
eleven extra days a year.
Time management and your heart. Of 
all the expertise career women are ac­
quiring, time management should be 
high on the list of skills to master. If 
women PRACTICED the wise manage-
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ment of their most valuable resource, 
time, think of the contribution to their 
business milieus, the quality of attention 
to their personal universes, and above 
all...the impact on total health with 
which to pull it all off! ■
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The Auditing Standards Executive 
Committee (AudSEC) is a senior 
technical committee of the American 
Institute of Certified Public 
Accountants (AICPA). As such, this 
committee is the authoritative body 
responsible for issuing standards 
related to the expression of an opinion 
on the financial statements, more 
commonly referred to as “auditing 
standards.” Until recently, AudSEC 
was also responsible for standards 
related to unaudited financial 
statements.
The move to separate standards 
setting for unaudited statements may be 
traced back to 1974 when the 
Accounting Standards Division of the 
AICPA began a study of the application 
of generally accepted accounting 
principles (GAAP) to smaller and/or 
closely held businesses. Among the 
conclusions and recommendations 
from this study were that AudSEC, then 
still the appropriate senior committee, 
reconsider (1) the unaudited report, 
especially the “internal use only” 
disclaimer, (2) the presentation of 
financial information on prescribed 
forms and (3) interim financial 
statements of small and/or closely held 
businesses.
New Senior Committee
In 1975 the AICPA established an 
Accounting and Review Services 
Committee to reconsider all aspects of 
AICPA pronouncements regarding a 
CPA’s association with unaudited 
financial information. In September of 
1977, this committee was designated a 
senior technical committee with 
authority to develop procedures and 
standards of reporting on accounting 
and review services that a CPA may 
render in connection with unaudited 
financial information of a nonpublic 
entity. For this purpose, a nonpublic 
entity is one which is not required to file 
financial statements with a regulatory 
agency in connection with the sale or 
trading of its securities in a public 
market.
One effect of this designation was to 
structurally separate the authority for 
issuing pronouncements relating to 
unaudited engagements from that for 
audit engagements. Therefore, as the 
Accounting and Review Services 
Committee adopts its own standards, 
certain sections of the Statements of 
Auditing Standards (SASs) will no 
longer be applicable to nonpublic 
entities.
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pronouncement, the Accounting and 
Review Services Committee chose to 
address the issue of a CPA’s 
involvement with unaudited financial 
statements. In January of 1978, the 
committee released an exposure draft of 
its first statement, “Compilation and 
Review of Financial Statements.” 
Among the committee’s objectives in 
issuing the exposure draft were the 
following:
- to reconsider and define different 
levels of service that a CPA may per­
form with respect to unaudited 
statements;
- to specify minimum procedures for 
these levels of service;
- to eliminate the “internal use only” 
disclaimer; and
- to provide reports which would bet­
ter communicate the CPA’s rela­
tionship to and responsibility for the 
information contained in the 
unaudited statements.
The proposed statement provides 
that a CPA may render two levels of 
service in conjunction with unaudited 
annual or interim financial statements: 
compilation and review. A compilation 
service involves the presentation, in the 
form of financial statements, 
information supplied by the client 
without achieving any assurance as to 
whether there are material 
modifications that should be made to 
the statements in order for them to 
conform to GAAP or another 
comprehensive basis of accounting, if it 
is applicable. If a client requests, the 
CPA would be permitted to compile 
financial statements that omit required 
disclosures so long as the omissions are 
noted in the accountant’s report; 
furthermore, no restriction would be 
placed on the right of the client to 
distribute such statements to third 
parties.
A review service enables the CPA to 
achieve, through inquiry and analytic 
procedures, limited assurance that there 
are no material modifications that 
should be made to the financial 
statements in order for them to conform 
to GAAP or another appropriate basis 
of accounting. The CPA’s report 
resulting from a review service would 
express a level of assurance while 
disclaiming an opinion (meaning an 
audit opinion) as to the fairness of the 
financial statements taken as a whole.
Because the exposure draft represents 
a significant departure from past 
practice, the AICPA, in cooperation 
with state societies of CPAs, held 
member discussion forums throughout 
the spring and early summer of 1978. At 
the request of several state societies and 
due to the high degree of member 
interest, the committee extended the 
deadline for comments on the draft 
from June 30 to August 31, 1978.
It is important to remember that,
until the proposed statement or a 
modified statement is approved, the 
current AICPA pronouncements 
relating to unaudited financial 
statements will remain in effect.
In contrast, the following summaries 
are of approved Statements on 
Auditing Standards issued by AudSEC 
and are effective at the date of issuance 
unless another date is specified.
Special Reports
SAS No. 14, “Special Reports,” 
applies (1) to auditor’s reports issued in 
connection with financial statements 
prepared in accordance with a 
comprehensive basis of accounting 
other than generally accepted 
accounting principles, (2) to reports on 
specified elements, accounts or items of 
a financial statement, (3) to reports on 
compliance with aspects of a 
contractual agreement or regulatory 
requirement related to audited financial 
statements and (4) to reports on 
financial information presented in 
prescribed forms or schedules that 
require a prescribed form of auditor’s 
report. These four types of reports are 
collectively referred to as special or 
special purpose reports. This statement 
is applicable to reports covering periods 
beginning after December 31, 1976.
In general all special reports require 
the auditor to apply the general 
standards and the standards of field 
work. The standards of reporting apply 
to the first type of report listed above 
and are modified for the remaining 
three types of special reports.
There are four recognized 
comprehensive bases of accounting 
which permit issuance of a special 
report. They are described as (1) the 
basis of accounting used to comply with 
a governmental regulatory agency, (2) 
the tax basis, (3) the cash receipts and 
disbursements basis and its 
modifications having substantial 
support and (4) a definite set of criteria 
having substantial support, such as that 
of APB No. 3 for the price-level basis of 
accounting.
The standard short form report, 
modified as appropriate according to 
SAS No. 2, is used if the basis of 
accounting does not meet any one of the 
above descriptions.. When the special 
report is applicable, the auditor’s report 
is similar to a short form report in that 
the opening paragraph should identify 
the financial statements examined and 
state whether the examination was 
made in accordance with generally 
accepted auditing standards (GAAS). A 
middle paragraph is required to state, or 
preferably refer to a footnote that 
states, the basis of presentation on 
which the auditor is reporting and that 
the financial statements are not 
intended to be presented in conformity 
with GAAP. Also, this middle 
paragraph should refer to a footnote 
that described how the basis of 
presentation differs from GAAP, 
although the monetary effect of such 
differences need not be stated. The last 
paragraph is the opinion paragraph and 
should express the auditor’s opinion, or 
disclaimer of opinion, on whether the 
financial statements are presented fairly 
in conformity with the basis of 
accounting described and whether that 
basis has been applied in a manner 
consistent with that of the preceding 
period. Reasons for disclaiming or 
modifying an opinion are the same as 
otherwise specified in SASs and require 
similar modifying language and a 
reference to the explanatory material.
When expressing an opinion on a 
regulatory-basis form of a 
comprehensive basis of accounting, the 
auditor may use the special report form 
described above only if the financial 
statements are intended solely for filing 
with such regulatory agency or if the 
additional distribution is recognized as 
appropriate by an AICPA accounting 
or audit guide or auditing 
interpretation.
Care should be taken in all special 
reports to consider whether the 
financial statement are suitably titled 
and to modify the auditor’s report to 
disclose reservations, if any. For 
example, terms such as “balance sheet” 
or similar unmodified titles are 
generally understood to apply with 
GAAP; consequently, a cash-basis 
financial statement might be titled 
“statement of assets and liabilities 
arising from cash transactions.”
Use of the second type of special 
report to report on specified elements, 
accounts, or items of a financial 
statement depends upon the nature of 
the engagement. The auditor may be 
requested to express an opinion on a 
limited number of elements, accounts or 
items or on applying certain agreed- 
upon procedures to a limited number of 
elements, accounts or items.
When reporting on a limited number 
of elements, accounts or items, the 
auditor may conduct a separate 
examination or one in conjunction with 
an examination of the financial 
statements taken as a whole. In either 
instance, the engagement should be 
planned toward the objectives 
encompassed by the special report and, 
therefore, the measurement of 
materiality must be related to the 
individual specified elements, accounts 
or items. This usually results in a more 
extensive examination than if the 
information were being considered in 
conjunction with an examination of the 
financial statements taken as a whole. 
Inasmuch as many elements, accounts 
or items are interrelated (such as sales 
and receivables), the auditor should be 
satisfied that the interrelationship has 
been given appropriate consideration.
Caution should be exercised to limit 
the number of elements, accounts or 
items covered by the auditor’s report so 
that issuance of a piecemeal opinion is 
avoided. This is particularly important 
if the special report is issued in 
conjunction with an adverse opinion or 
a disclaimer of opinion on the financial 
statements taken as a whole.
The special report should not be 
attached to or accompany the financial 
statements of the entity. It should 
follow the general reporting format and 
include (a) a description of the elements, 
accounts or items examined; (b) a 
statement that the examination was 
made in accordance with GAAS and, if 
applicable, in conjunction with an 
examination of the financial statements 
(any modification to that audit report 
should be included in the special 
report); (c) the basis on which the 
specified elements, accounts or items 
are presented and a description of any 
related agreements or significant 
interpretations of agreements and (d) an 
indication whether the specified 
elements, accounts or items are 
presented fairly on the basis described 
and, if applicable, in a manner 
consistent with that of the preceding 
period.
The special report relating to the 
application of agreed-upon procedures 
is appropriate only if (a) the parties 
involved have a clear understanding of 
the procedures to be performed, (b) 
distribution of the report is to be 
restricted to named parties involved and 
(c) financial statements of the entity are 
not to accompany the report.
The second and third standards of 
field work and the standards of 
reporting do not apply to this type of 
engagement. As a result, the auditor’s 
report may take several forms and 
should (a) indicate the specified 
elements, accounts or items to which the
October 1978/31
agreed-upon procedures were applied, 
(b) indicate the intended distribution of 
the report, (c) enumerate the procedures 
performed, (d) state the accountant’s 
findings, (e) disclaim an opinion with 
respect to the specified elements, 
accounts or items and (f) state that the 
report should not be associated with the 
financial statements of the entity. A 
negative assurance (such as “no matters 
came to our attention that caused us to 
believe that adjustments should be 
made”) may be used. The report may 
also contain additional qualifying 
language indicating that, if an 
examination in accordance with GAAS 
had been performed, matters might 
have come to the auditor’s attention 
that would have been reported.
The third type of special report, on 
compliance with aspects of contractual 
agreements or regulatory requirements 
related to audited financial statements, 
must be issued only in conjunction with 
an examination of the financial 
statements and may be either part of the 
auditor’s report on the statements or a 
separate report. If a separate report is 
used, it must state that it is being given 
in connection with an examination of 
the financial statements. Whether a 
separate report or combined report is 
used, a negative assurance may be 
given. If the auditor wishes, the report 
may also contain language to indicate 
that the examination was not primarily 
directed toward obtaining knowledge 
regarding compliance.
The fourth type of special report 
occurs when the auditor is requested to 
express an opinion in prescribed words 
or on preprinted forms. Many such 
forms are not acceptable to independent 
auditors because the prescribed 
wording or form of the auditor’s report 
does not conform to the applicable 
professional reporting standards. For 
example, the prescribed language of the 
report may call for assertions by the 
auditor that are not consistent with an 
independent auditor’s function or 
responsibility.
Some report forms can be made 
acceptable by inserting additional 
wording; others can be made acceptable 
only by complete revision. When a 
preprinted report form calls upon an 
independent auditor to make an 
assertion that the auditor believes is not 
justified, the form should be reworded 
or a separate report attached. In 
wording the report, attached or 
separate, the reporting provisions of the 
first type of special report relating to 
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other comprehensive bases of 
accounting may be applicable.
Comparative Statements
SAS No. 15, “Reports on 
Comparative Financial Statements,” 
modifies the manner in which reports 
are presented for comparative 
statements. It provides guidance for 
auditors in updating a prior-period 
report, in reporting when another CPA 
audited prior-period statements and in 
reporting when audited and unaudited 
statements are presented together. The 
statement was issued in December of 
1976 but is effective for reports on 
periods ending after June 30, 1977.
The major change resulting from 
SAS No. 15 is that the fourth standard 
of reporting related to a clear expression 
of opinion on the financial statements 
taken as a whole is now to be considered 
to apply both to the current-period 
statements and to those of prior periods 
presented on a comparative basis.
One effect of the change is to permit 
issuance of a report with differing 
opinions on various portions of the 
comparative statements. An auditor 
may modify or disclaim an opinion with 
respect to one or more financial 
statements for one or more periods, 
while expressing an unqualified opinion 
on the other financial statements 
presented.
Another effect of this change is to 
cause the auditor to update the report 
on the prior-period statements. The 
updating involves consideration of 
additional information relating to the 
prior-period statements that is disclosed 
to the auditor during the examination 
of the current period.
Three types of circumstances or 
events would ordinarily cause the 
auditor to express an updated opinion 
different from that originally expressed 
on the prior-period statements. They 
arise (1) when a previously-known 
uncertainty is resolved, (2) when a 
previously-unknown uncertainty is 
discovered or (3) when the financial 
statements are subsequently restated to 
conform with GAAP. In these cases the 
updated report should include a 
separate paragraph which includes the 
date of the original report, the type of 
opinion previously expressed, the 
events or circumstances causing the 
change and an indication that the 
updated opinion is different from the 
one previously expressed.
A special problem arises when the 
prior-period statements were audited by 
another CPA. In this case, either the 
report of the predecessor auditor is 
reissued with the statements or the 
successor auditor must note in the 
current-period report that the 
statements were audited by other 
auditors, the date of their report, the 
type of opinion it contained and the 
substantive reasons for any departure 
from an unqualified report.
If the predecessor auditor’s report on 
the prior period is to be presented, it 
must be updated. However, the 
procedures to accomplish the updating 
differ from those previously described 
because the predecessor auditor has no 
continuing relationship with the client. 
The predecessor is responsible for 
reading the financial statements of the 
current period, comparing the prior­
period statements on which the report 
was issued with the financial statements 
presented for comparative purposes 
and obtaining a letter of representations 
from the successor auditor. This letter 
should state whether the successor’s 
examination revealed any matters that, 
in the opinion of the successor, might 
have a material effect on, or require 
disclosure in, the financial statements of 
the prior period. If these procedures 
reveal any matters having a material 
effect on the financial statements 
previously reported on, the predecessor 
auditor must consider whether the 
opinion should be changed. If so, the 
updated report will contain a separate 
paragraph to explain the revisions.
Another type of problem occurs 
when audited statements are presented 
on a comparative basis with unaudited 
statements. When it is the prior-period 
statements that are unaudited, they 
should be clearly marked as such and a 
disclaimer of opinion regarding those 
statements should be included in the 
report. If the current-period statements 
are unaudited, the CPA should indicate 
in a separate paragraph to the 
disclaimer (a) that the audited prior­
period statements are presented for 
comparative purposes only, (b) that the 
prior-period statements were previously 
examined, (c) the date of the audit 
report, (d) the type of opinion 
expressed, (e) the substantive reasons 
for other than an unqualified report and 
(f) that the auditor has not performed 
any auditing procedures since the date 
of the previous report. This statement 
does not apply to documents containing 
unaudited information that are 
required to be presented on a 
comparative basis in filings with the 
Securities and Exchange Commission.
Announcement #168-78 WF Closing Date November 3, 1978 Deputy Chief 
Accountant GS-510-16/17 ($42,423—$47,500) Securities and Exchange Commission. 
Applicants must have CPA and a minimum of three years of high level professional 
accounting experience. Submit application Form SF-171 (Personal Qualifications 
Statement) to SEC, 500 North Capitol St., Washington, D.C. 20549, Attention W. 
Ford, Room 750. An additional qualification statement will be requested of qualified 




The Educational Foundation of 
AWSCPA-ASWA will present con­
current management seminars on 
Wednesday, October 18th, as part of the 
Study and Friendship in San Francisco.
Amy Harris, writer and lecturer on 
Transactional Analysis, and journalist 
half of the team that wrote I’m OK — 
You’re OK, will present a seminar en­
titled “Are You Achieving More and 
Enjoying It Less?” Mrs. Harris, who has 
been characterized as the “intellectual 
Erma Bombeck,” is a co-founder of the 
Institute of Transactional Analysis in 
Sacramento, California and has co-led 
lay and professional workshops 
throughout the world.
“T.A.,” as Mrs. Harris sees it, “is a 
kind of general tool for analyzing our 
transactions, our dealings with 
ourselves and others, to explain what 
really happens when we get harried.”
Dr. Richard Dickinson and Dr. John 
Stockman from California State Un­
iversity, will present a seminar on Time 
Management or “Does Your Job 
Manage You?” Their program is design­
ed to explore how the individual fits in 
what they call the “time life model.” 
During this exploration, program par­
ticipants examine the paradox of time; 
identify goals for personal achievement; 
analyze their daily activity using a time 
log; classify tasks by degree of urgency 
and by whom or what imposes those 
tasks; and employ a number of helpful 
aids designed to improve personal plan­
ning and effectiveness.
Dr. Dickinson is the Executive Assis­
tant to the President, California State 
University and holds the rank of 
professor of management in the School 
of Business and Public Administration. 
Dr. Stockman is a professor of 
organizational behavior and Environ­
ment. Both individuals have acted as 
consultants to a variety of organizations 
and are interested in problems 
associated with organizational effec­
tiveness and development and 
managerial behavior.
Registration is limited! Register now 
for either session by completing the 
JAM registration form. The $35 cost in­
cludes lunch, coffee breaks and seminar 
materials. Both seminars qualify for 8 
hours of Continuing Education credit. 
Contact Linda Jardine, Washington, 
D.C., (202-466-3010) or Martha Dixon, 
San Francisco, (415-273-7842) for ad­
ditional information.
Accountants for the Public Interest
The Sixth Annual National Con­
ference on Public Interest Accounting 
will be held on October 30 and 31, 1978 
at the Hilton Hotel, Philadelphia, Penn­
sylvania.
For additional information contact 
Accountants for the Public Interest, 233 
Sansome Street, Suite 400, San Fran­
cisco, CA 94104.
Contact: Morton Levy 
(415) 956-4400
The revolving door 
vs. 
employment stability.
Turnover is not only costly, but it makes it difficult 
for a firm to attract competent personnel.
Robert Half has assisted thousands of organiza­
tions in bringing employment stability to their finan­
cial and data processing departments.
Here’s why:
We're specialists. And specialists have to do a 
better job.
We're large. 60 offices in the United States, Can­
ada and Great Britain. And our size benefits you. We 
select people who match your most specific require­
ments from the maximum number of skilled ac­
counting, financial and edp professionals.
We’ve been around a long time. Thirty years of 
know-how gives us an insight into our concentrated 
fields that is unmatched anywhere. Robert Half has 
stability. Isn’t that the right kind of organization to 
help slow down the revolving door?
Look us up in the White Pages in key centers 
throughout most of the English-speaking world.
ROBERT HALF
accounting, financial and edp personnel specialists
Albuquerque • Allentown • Atlanta • Baltimore • Birmingham • Boston • Buffalo • Chicago • Cincinnati • City of Commerce (CA) • Cleve­
land • Clifton, N.J. • Columbus • Dallas • Davenport • Dayton • Denver • Des Moines • Detroit • Fresno • Grand Rapids • Greensboro • 
Hartford • Houston • Indianapolis • Kansas City • Lancaster • Long Island • Los Angeles • Louisville • Memphis • Miami • Milwaukee • Minne­
apolis • New Orleans • New York • Omaha • Orange (CA) • Palo Alto • Philadelphia • Phoenix • Pittsburgh • Portland • Providence • Sacra­
mento • St. Louis • St. Paul • San Antonio • San Francisco • San Jose • Seattle • Stamford, Ct. • Tampa • Washington, D.C. • Wilmington • 
Canada: Calgary • Toronto • Vancouver • Great Britain: London
